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THE 
ASSOCIATED LUMBER MUTUALS 
ARE GOOD COMPANIES WITH 

WHOM TO DO BUSINESS 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


* 


No matter where located, from Atlantic to the 


Pacific, an office near your office 


Gale & Stone, Boston—Justin Peters, Philadelphia—Interstate Mutual Insurance Agency Co., 
Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., James S. 
Kemper, Mér., Chicago, Milwaukee, Minneapolis, Omaha—Associated Mutuals, Inc., Atlanta, 
Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 
General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
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A STATEMENT 


of Interest to Every Insurance Buyer 




















FINANCIAL STATEMENT, DEC. 31, 1937 


(AS FILED WITH THE NEW YORK INSURANCE DEPARTMENT) 


ASSETS LIABILITIES 


Bonds (Amortized)* $ 7,894,682.84 Reserve for Losses $ 3,976.693.84 

Real Estate 495,141.48 Reserve for Unearned Premiums. 4,112,953.57 

Mortgages 60,347.00 Reserve for Taxes 184,562.41 
Reserve for other Liabilities 66,282.73 

interest Accrued 63.689.89 General Voluntary Reserve 250,000.00 

Premiums in Course of Collection 858,678.37 Guaranty Fund ....$ 500,000.00 

Due from Insurance Companies. . 20,850.62 ee eee 1,345,622.96 


Cash in Offices and Banks 1.042.725.31 Surplus to Policyholders 1,845,622.96 


Total Admitted Assets $10,436,115.51 Total Liabilities and Surplus $10,436,115.51 


*On the basis of December 31, 1937 market quotations of bonds, total assets would be increased to 
$10,617,299.55 and surplus to policyholders to $2,026,807.00. Securities carried at $518,800.83 in the 
above statement are deposited for purposes required by law. Securities carried at $121,341.63 are 
deposited with other Insurance Companies as required in the regular course of business. 
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THIS MONTH 


W/ITHOUT our definitely having 

planned it that way this issue 
takes on an international tinge, two 
articles having to do with insurance 


matters foreign—that is if Canada, 
: with which we have so much in com- 
mon, is to be considered foreign. 
Learning that the provinces north of 

the border have their own perplexities 
relating to insurance laws may make 

us better satisfied, perhaps, in ru- 
minating upon our own troubles ® In 
some European countries motor vehicle 
insurance companies are held to have 

a direct liability to injured persons; 

a summary of European laws upon this 

| subject is presented by an author new 
to our pages ® A series of articles on 
Insurance in Relation to Value, with 

: special reference to farm property, 
begins in this issue, their value is best 
gauged by the single fact that they 

. are from the authoritative pen of Dr. 
| V.N. Valgren * Consequential Losses, 
a subject much in the public eye be- 
cause current events have brought it 
Sharply to the fore, inspire an inter- 
esting article by Professor Ralph H. 
Blanchard of Columbia University ° 
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Editorially we express some ideas and 
pose a few pertinent questions re- 
garding Safe Driver Award plans in 
general. The report of a committee 
which gave this matter intensive study 
almost fifteen years ago appears on 
page 19 and also deserves careful 
reading ® “Notes About the Insurance 
World” take on a slightly different 
aspect with rather more items than 
usual. 


Late developments, espe- NEXT 


cially in the casualty field, 

as well as continua- MONTH 
tion of articles begun 

in this issue will occupy our April 
pages. We hope to have some items 
of a controversial, or at least amusing, 
character, for as insurance becomes 
more and more a matter of large in- 
terest to general business these seem 
to develop in greater profusion than 
was once the case. Meanwhile get the 














garden spaded. 
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JOHN W. BRITTON 


Commissioner of Insurance 
State of Tennessee 


OMMISSIONER BRITTON, appointed early in January 1938, is not a 

stranger to public office having been formerly Comptroller of the State 
of Tennessee. Previously he was in the insurance business for more than a 
decade in Knoxville and is widely known in various business circles. His experi- 
ence qualifies him for efficient administration of the Tennessee Department. 
His National Association of Insurance Commissioners committee appointments 
include: accident and health, fraternal, and workmen’s compensation standing 
committees; interstate liquidation and reorganization, unallocated premiums, 


and automobile finance company special committees; and sub-committee of 
the fraternal committee. 









































of the National Bureau of Cas- 

ualty and Surety Underwriters 
which has been the subject of so 
much controversy between the stock 
agents and their companies and 
between the stock companies them- 
selves, is now under scrutiny in 
the rate-regulated states. Oklahoma 
has rejected the plan; New York and 
Virginia have it under advisement; 
Alabama and Pennsylvania have ap- 
proved it after first objecting to it. 

The mutual companies have an- 
nounced that they take no position 
with respect to the plan, and that 
they do not oppose its approval for 
the use of the companies on whose 
behalf it has been filed. However, 
they have stated that they would vig- 
orously oppose any attempt to impose 
the plan on them. This means that 
they are perfectly willing to see that 
plan used in competition by the com- 
panies who wish to adopt it. 

Therefore, we can view in a de- 
tached sort of way the argument be- 
tween the stock agents and the stock 
companies and between the com- 
panies themselves over the merits 
and demerits of the proposal. Claims 
and counterclaims, charges and coun- 
tercharges have filled the air and the 
pages of the insuranee press. 

One of the principal points in dis- 
pute is the claim that the prospects 
of a reward will result in reducing 
automobile accidents. The opposition 
insists that the proposal is without 
merit in this connection. Their rea- 
soning is familiar and there appears 
no need to restate their views here. 
These objectors seem to have the 
better of this argument if for no 
other reason than what the pro- 
ponents themselves say. 

Mr. C. G. Hallowell, the head of 
the casualty department of the Aetna, 
in a speech to agents in Chicago, is 
reported in the National Underwrit- 
sr as having said: 

“They (meaning the companies) would 
not have gone in with the Safe Driver 
Plan unless they felt sure of reaching a 
larger market.” 

This apparently is a direct admis- 
sion that if the public interest was 
the only consideration, the plan 


Y ‘HE Safe Driver Reward Plan 


would not have been promulgated 
and that other objectives are far 
more important. 

Mr. E. Randolph Williams, Coun- 
sel for the National Bureau of Cas- 
ualty & Surety Underwriters, in con- 
nection with his cross examination 
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PROMOTION OF 
HIGHWAY SAFETY 


of Charles Holden, Vice President of 
the Indemnity Insurance Company 
of North America at a hearing be- 
fore the Virginia Corporation Com- 
mission, made the outright admission 
that the hope of reward had no in- 
fluence on better driving. It seems 
that the National Bureau companies 
are opposing the approval of the In- 
demnity Insurance Company’s merit 
classification and rating plan as un- 
fairly discriminatory. Mr. Williams 
said: 

“You are the man that introduced the 
proposition that from a psychological view- 
point a reasonable man would be induced 
to safe driving when there was hope of 
reward rather than for the safety of his 
family or himself. J don’t think that is 
sound,” 

Of course, the admission was made 
in an unguarded moment while en- 
gaged in an effort to discredit some 
other company’s idea. But the state- 
ment does seem to represent the ma- 
jority viewpoint. This is substantial- 
ly the conclusion which was reached 
in 1924 by the Insurance Committee 
of the Conference on Street & High- 
way Safety after considering a pro- 
posal that one who has operated a 
car for a year without accident should 
be entitled to a rate at least 10% 
below the rate of the operator who 
had an accident. In its report re- 
leased December 2, 1924* the com- 
mittee declared of doubtful value a 
rewarding of drivers without acci- 
dents as a means of promoting great- 
er safety upon the highways. The 
report in part states: 

“Thus far the companies have been 
balked in applying merit rating, or more 
properly, experience ratings to individual 
risks because of the impossibility of dis- 
tinguishing the inherent hazards of the in- 
dividual as contrasted with the fortuitous 
happenings of the law of chance. The in- 
surance companies’ statistics indicate that 
on private passenger cars, only one loss in- 
volving personal injury is expected in a 
twenty year period. The occurrence of 
that loss in any one year might indicate 
the undesirable character of the individual 
risk, but it is more likely that it will 
merely denote the chance happening of an 
accident which the policyholder is insured 
against. * * * ; 

“It is doubtful if the proposed plan of 
preferential rating will really accomplish 
the purpose for which it is designed, 
namely, reduce accidents. In the first place, 
the average public liability premium over 
the country is $30 a year. Can we assume 
that the average automobile driver will be 
more careful just to get a discount of ap- 
proximately $3 per annum? In the second 
place, the assureds who happen to have had 
accidents are not necessarily careless driv- 
ers. As a matter of fact, the vast majority 

ait 


* Report is reproduced on Page 19 of this issue. 
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of automobile owners insured by the com- 
panies are high grade risks. The careless 
element is largely uninsured. It is largely 
through the law of chance that five out of 
a hundred motorists happen to have ac- 
cidents in a given year. In another year 
these five will doubtless operate without 
accidents, and another five of the hundred 
will have accidents. The perfectly desirable 
assureds who have had accidents would 
hardly be flattered by being classed as care- 
less operators.” 


The conclusions reached by this 
committee fourteen years ago are 
substantially those reached by the 
opponents of the present plan. This 
applies not only to the reasoning used 
but to the figures quoted in support 
of the position. For example, the 
Michigan agents who are opposing 
the reward plan of today, through 
their spokesman state: 

“The so-called reward to the safe driver 
is unreal. It is estimated by sponsors of 
the plan that 88% of all insured motorists 
would be eligible for the 15% reward. As- 
suming this to be the correct percentage, 
it is the hard mathematical fact that the 
88%, despite their receiving the reward, 
would pay only 2% less than they would 
have to pay under a level premium plan.” 

This is based upon the fact that 
the imposition of the plan will result 
in an off balance for the first year. 
True, this is partially made up by a 
reduction in agents’ commissions and 
by a reduction in company expense. 
Obviously, however, if at the end of 
the first year rates are revised and 
the loading for acquisition is reduced 
from 25 to 20 per cent, the rate level 
is thereby reduced 8.39%. The com- 
panies will be unable to make a 
further contribution so that the full 
amount necessary to offset the refund 
will have to be included in the re- 
vised rate, namely 15.2%. This will 
result in a net increase in the rate 
level of 5.5%. 

The public seems to believe that 
the plan effects a flat saving of 15% 
to those not having accidents in a 
given year and that there will be no 
rate adjustment to make this up. In 
other words, the publicity has left 
the impression that the 15% reward 
will continue indefinitely, and the ac- 
tual saving year after year will 
amount to that much. What the re- 
action will be when the realization 
comes that the losses and expenses 
are, after all, borne by the insuring 
public is another matter. 


HERE are those who _ believe 
that the real objective of the 
Bureau companies is not a better 
accident record, but a reduction in 
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agency commissions. The companies 
succeeded in persuading the agents 
to accept a percentage reduction in 
connection with the retrospective rat- 
ing plan in compensation insurance. 
A proposed reduction in commissions 
in automobile insurance is considered 
as another step in a program which 
is to continue in connection with fu- 
ture proposals pertaining to other 
kinds and lines of insurance. We 
shall not concern ourselves with a 
consideration of this phase of the 
question. 

To us, the true objective of the 
proponents of the plan seems to be 
one of production. It is an obvious 
fact that the real gains in premium 
volume in the automobile insurance 
field have been on the part of the 
non-affiliated companies, and this is 
probably as true of the mutual com- 
panies as it is of the stock companies. 
The non-affiliated companies are 
principally made up of those employ- 
ing rate discounts or occupational 
classifications. That this trend has 
concerned the affiliated companies is 
generally known. A desire to change 
the course of that trend, or at least, 
stop the loss of business to the group, 
is only natural and it is only reason- 
able to assume that sooner or later 
the Bureau and the Associaition com- 
panies would take steps in that di- 
rection. 

The question then resolves itself 
into one of whether the Safe Driver 
Reward Plan is capable of doing the 
trick. We do not think that it is. 
The Bureau companies seem to feel 
otherwise, at least they are deter- 
mined to try it out at almost any 
cost; a cost that they eventually may 
find much too high in relation to the 
benefits received. 

As an example of this, we point to 
the developments in Alabama and 
Pennsylvania. The Montgomery Ad- 
vocate, issue of February 8, quotes 
Superintendent Frank Julian as say- 
ing : 

“Before I approve the application of this 
plan in Alabama I want to know more 
about it. I want to know, for one thing, 
whether there will be an increase in rates 
and a decrease in agents’ commissions to 
make up or compensate for the proposed 
rebate.” 

In connection with this statement, 
Mr. Julian is reported as being inter- 
ested in finding out whether the ap- 
plication of the plan would favor 
“lucky” drivers who under the same 
conditions and circumstances escaped 
accidents of which the less lucky 
driver who is just as careful might 
be the victim. He said: “From what 
I know of it thus far, the plan might 
be more properly christened “The 
Lucky Driver Reward Rebate Plan.” 
(Continued on page 23) 
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Notes About 
the 


Insurance World 


e 


Running Comment on What Is in the Magazines 
and the Mail that Comes to the Desk of the Editor. 

















Miscellany 


CONNECTICUT AUTOMOBILE DRIVERS 
HAVING RECORDS FREE OF TRAFFIC VIO- 
lations are given ‘‘personalized”’ 
license plates—Best customer of Gov- 
ernment Printing Office last year was 
Congress with a bill of $2,700,000— 
National Municipal League predicts 
that New York, Chicago, and most 
other cities will adopt city manager 
form of government within the next 
twenty-five years—In 1929 the aver- 
age radio set sold for $108.00, in 1937 
for $37.50—Horse and mule popula- 
tion is on decline—The United States 
has twenty-two automobiles per one 
hundred persons, Canada _ eleven, 
France five, United Kingdom five, 
Germany two, Italy one—Bill now 
pending in Congress would levy Ic 
tax per gallon on all oil used for fuel 
purposes—Farm families now spend 
more for automobiles than for any 
other single item in their budgets 


except food—lIllness and premature 
death causes a ten billion dollar loss 
to the United States each year—Ok- 
lahoma considering adoption of law 
requiring gas companies to use an 
oderant in gas— Survey indicates 
that half of average Americans eat 
third-rate diet due chiefly to inability 
to select most nourishing foods 
for money—German pharmaceutical 
company announces it is prepared to 
supply serums and trained personnel 
anywhere in Germany to meet epi- 
demics or other emergencies—Radios 
in the United States now total 36,- 
800,000 or 1 for every four out of 
five families—Monterey, California, 
citizens vote 12 times a year to pick 
the “Shack of the Month’, the most 
unsightly building in town—Captain 
of Chicago Police Traffic Detail be- 
lieves removal of horns from autos 
would save 200 lives in the city an- 
nually — Average bushel of wheat 
produces about 40 Ibs. of flour. 











trite 





Special State Insurance Taxes 


Mount 


A COMPILATION RECENTLY COM- 
PLETED BY THE INSURANCE DEPART- 
ment of the United States Chamber 
of Commerce reveals that $98,000,856 
in hidden taxes were indirectly paid 
by insurance policyholders during 
1936. This interesting information is 
contained in Insurance Bulletin No. 
48 issued by the Chamber which 
points out that directly or indirectly 
every person pays taxes. Every now 
and then, the pamphlet reveals, one 
is reminded of the levy by the tax 
stamp on certain packages or bottles 
or by the pennies and tokens paid 
over the counter for the sales tax. In- 
surance policyholders, however, pay 
an increasing cost for their protec- 
tion because of the vast sums col- 
lected in the form of direct or hidden 
taxes levied on insurance. 


Insurance in common with other 
lines of business, the Chamber states, 
is paying taxes on a number of things 
to which all business is subjected. It 
is not the taxes that insurance pays 
on these items to which the National 
Chamber objects, but the additional 
special taxes peculiar to insurance 
alone which are collected by the 
state. Of these, the most common, 
and the one which provides the great- 
est revenue, it is stated, is the insur- 
ance premium tax, which furnishes 
at least 90 per cent of the total rev- 
enue coming from all the special 
forms of insurance taxation. 


Originally the various special state 
insurance taxes were levied in order 
to cover the cost of some particular 
phase of state insurance supervision 
carried on in the interests of policy- 
holders. Taking the United States 
as a whole, it is now found, however, 
that the cost of insurance supervision 
is more than covered by those types 
of special state insurance taxes which 
are levied in addition to the premium 
tax. Particularly noteworthy is the 
fact that only slightly more than 5 
per cent of the total tax revenue in 
1936 was used in meeting the ex- 
penses of the State Insurance De- 
partments, the lion’s share being di- 
verted into general funds. The Cham- 
ber of Commerce comments on this 
phase of the matter as follows: 

“In 1936 an aggregate of $4,946,553 was 
spent for maintenance of the state insurance 
departments, the remaining $93,054,303 col- 
lected being used for other purposes includ- 
ing those for which the policyholders had 


already made tax contributions as citizens 
and general tax payers. 

“A recent compilation of total state rev- 
enues shows an aggregate of $2,500,000,000. 
Using this figure as a basis, the taxes for 
1936 levied upon the insurance business 
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alone furnished almost 4% of the funds for 
meeting the general expenses of all the 
states, in addition to paying the cost of 
state insurance supervision. 

“On the average, out of every dollar of 
insurance taxes collected by the states in 
1936, only 5.05c was spent for supervisory 
service to policyholders. The remainder, 
amounting to 94.95c of every such dollar of 
tax, was used for general revenue purposes. 
Comparing percentages spent for policy- 
holders’ service in 1936 with 1935, we find 
27 states and the District of Columbia 
showed increases and 21 showed decreases. 
In actual dollars spent for policyholders’ 
service during 1936, 32 states and the Dis- 
trict of Columbia’s Insurance Departments 
show increased disbursements and 13 states 
show decreased disbursements, with 3 re- 
porting exactly the same amount as in 1935. 

“The amount of special insurance taxes 
levied indirectly upon policyholders and the 
amounts spent in their interest for each 
state are given in the analysis entitled ‘Spe- 
cial Insurance Taxes, Licenses and Fees 
Collected in 1936.’ 

“In connection with this analysis it should 
be kept in mind that these taxes are col- 
lected in the face of the fact that private 
insurance represents a tremendous force 
enabling beneficiaries to pay their own way 
in time of adversity and making it unneces- 
sary for them to call upon the federal and 
state governments for aid. Millions of pol- 
icyholders are making sacrifices to provide 
voluntary protection through insurance, yet 
that sacrifice is made the subject of tax- 
ation.” 


Joint Committee of Canada 


Named 


CHAIRMAN HARTLEY D. MC NAIRN, 
OF THE STANDING COMMITTEE OF THE 
Association of Superintendents of 
Insurance of the Provinces of Canada 
on Definition and Interpretation of 
Underwriting Powers of Fire, Ma- 
rine, and Casualty Insurers, has 
named the following representatives 
to serve on the joint committee this 
year: 

Arthur Tucker, Vice-President, 
Dale and Company, Toronto, Chair- 
man; W. R. Houghton, London and 
Lancashire, Toronto, Vice-Chairman ; 
W. E. Baldwin, Continental, Mon- 
treal; B. W. Ballard, Hartford Fire, 
Toronto; J. A. Bloudeau, Fire In- 
surance Company of Canada, Mon- 
treal ; F.B. Dalgleish, Canadian Hard- 
ware and Implement Underwriters, 
Toronto; H. W. Falconer, Domain 
of Canada General, Toronto; W. P. 
Fess, Toronto General, Toronto; A. 
C. Hall, Ocean Accident and Guaran- 
tee, Toronto; R. H. Leckey, Aetna 
Insurance Company, Toronto; H. C. 
Mills, Insurance Company of North 
America, Toronto; J. L. Noble, Brit- 
ish Columbia Insurance Underwrit- 
ers Association, Vancouver; Alfred 
Powis, Jr., Marine Insurance Com- 
pany Ltd., Montreal; E. W. Schauf- 
fler, Western Assurance, Toronto; 
R. C. Stevenson, Non-Marine Under- 
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writers at Lloyds, Montreal; J. H. 
King, Canadian Underwriters Asso- 
ciation, Toronto; Secretary. 


Ohio Ruling on Agents’ 
Licenses 


ROBERT L. BOWEN, SUPERINTENDENT 
OF INSURANCE OF OHIO, HAS NOTIFIED 
all fire and casualty insurance com- 
panies licensed to do business in the 
State, that as a matter of policy his 
office will not issue agents’ licenses 
for new applicants falling within sev- 
eral classifications. Full text of the 
ruling follows: 

_“In order to prevent embarrassing situa- 
tions for your company and your employees 
who supervise and appoint agents in this 
State, we beg to advise you with regard to 
the policy of this office in declining certain 
applications for licenses. If you will co- 
operate with us in regard to this matter, it 
will eliminate a great deal of unnecessary 
correspondence with this office and will 
further save you from the embarrassment 
of having to tell any prospective agents that 
you are unable to obtain licenses for them. 
_ “This office as a matter of policy will not 
issue agents’ licenses in the fire and cas- 
ualty insurance business for new applicants 
falling within any of the following classes: 


1. Officers or employees of financial or 
lending institutions. 


2. Applicants connected with the automo- 
bile sales business. 


3. Applicants who are public employees 
whose time is supposed to be devoted to the 
service of the public. 


4. Applicants who are expecting to en- 
gage in the insurance business for part time 
who cannot obtain written permission from 
their employers to receive personal mes- 
sages and telephone calls to service their 
insurance business during the hours when 
they are employed in their other positions. 


5. Applicants who have not passed their 
18th birthdays. 
“Kindly notify your field men accord- 
ingly.” 
* * a 


— F. Kane Dies 


JAMES F. KANE, RESIDENT VICE- 
PRESIDENT IN CHARGE OF THE PHILA- 
delphia districts for the American 
Mutual Liability Insurance Company 
of Boston, Massachusetts, died at 
his home in Philadelphia on March 
4th. Mr. Kane joined the company 
on August 10, 1896, and was second 
in length of service among the com- 
pany’s personnel. 

Elected Assistant Secretary of the 
American Mutual on April 10, 1907, 
Mr. Kane held this office until Octo- 
ber 16, 1912, when he resigned to 
become resident manager of the Jer- 
sey City, New Jersey, office, head- 
quarters at that time for the com- 
pany’s New York, New Jersey and 
Western Connecticut business. 

In 1914, he was appointed Resident 
Manager of the Philadelphia office, 
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but retained his position in Jersey 
City. He was relieved of his respon- 
sibility of the Jersey City office in 
January, 1916, to devote his entire 
time to the building up of the Phila- 
delphia district. Five years later, on 
July 20, 1921, Mr. Kane was elected 
Resident Vice-President, the position 
he filled until his death. 


Propose Timanus for Director 
of U. S. Chamber of 
Commerce 


J. H. R. TIMANUS OF CHESTNUT 
HILL, PENNSYLVANIA, FOR MANY 
years assistant secretary of America’s 
oldest insurance company—the Phila- 
delphia Contributionship for the In- 
surance of Houses from Loss by 
Fire—has been formally proposed to 
fill the post of director representing 
insurance in the Chamber of Com- 
merce of the United States which 
will be voted upon at the annual 
meeting of that organization at 
Washington, D. C., on May 3. He 
would succeed Justin Peters, presi- 
dent of the Pennsylvania Lumber- 
men’s Mutual Fire Insurance. Com- 
pany, Philadelphia, whose two-year 
term then expires. The term of the 
other director representing insurance, 
John C. Harding of Chicago, ends 
next year. 

The petition for Mr. Timanus’ 
nomination was presented by the 
presidents of a number of member 
organizations of the Chamber of 
Commerce of the United States. The 
petition will be voted upon just prior 
to the annual meeting by the Cham- 
ber’s National Councillors, sitting as 
a nominating committee, and upon re- 
ceiving the highest number of votes 
for the vacant insurance directorate 
he will be certified to the annual 
meeting as the committee’s recom- 
mendation for the post. 

Mr. Timanus has long been a 
prominent figure in mutual insurance, 
both as a representative of his own 
company, and as a participant in state 
and national association activities. 
He is at present a director of the 
National Association of Mutual In- 
surance Companies and of the Penn- 
sylvania State Association of Mutual 
Insurance Companies, lecturer in the 
Insurance Institute of America, as- 
sociate chairman of the promotion 
committee of the Insurance Federa- 
tion of Pennsylvania, and a member 
of the eastern advisory board of the 
Lumbermen’s Mutual Casualty Com- 
pany. He is a past president of the 
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Pennsylvania State Association of 
Mutual Insurance Companies. 

Born in Phoenixville, Pennsylva- 
nia, on September 20, 1885—the son 
of Reverend J. J. and Ida Reading 
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J. H. R. TIMANUS 


Timanus—he received his education 
at Philadelphia Central High School 
and at the University of Pennsyl- 
vania. He entered the employ of the 
Philadelphia Contributionship for the 
Insurance of Houses from Loss by 
Fire in 1904, and his entire business 
career has been passed with this 
unique organization which, founded 
by Benjamin Franklin and his asso- 
ciates in 1752, is the fountainhead of 
all American insurance. He attained 
his present position of assistant sec- 
retary in 1919. 

His activities have by no means 
been confined to insyrance, however. 
A Republican in politics, he is a mem- 
ber of the Union League, University, 
Fourth Street, and Philadelphia 
Cricket clubs. He is vice-president of 
the Germantown Historical Society, 
and a member of the staff of the 
Philadelphia Chapter of the Military 
Order of the World War. 


Texas Ruling Permits Use of 
Average Rates 


A MODIFIED DEFINITION OF THE 
TERM “LOCATION” AS USED IN THE 
Texas General Basis Schedules was 
given at a meeting of the Texas 
Board of Insurance Commissioners 
at a meeting held February 24. Their 
pronouncement reads: 

“The General Basis 


Schedules, page 


298E, Item B, Paragraph 8, provides: 





‘Blanket average rates shall not be used, 
provided however that in the case of two 
or more separately rated fire divisions of 
the same risk at one location, average 
rates covering stock only at such locations 
may be used.’ 

“This particular provision of the Sched- 
ules has proved ambiguous and the inter- 
pretation placed upon it by many compa- 
nies and agents conflicts with the inter- 
pretation made by the Fire Insurance De- 
partment. In order to clear up the ambigu- 
ity and meet the demand for the use of an 
average rate with reporting form policies 
covering mills and manufacturing risks, 
the Board of Insurance Commissioners at 
a meeting held February 24 placed the 
following definition upon the word ‘loca- 
tion’ used in this section of the Schedules: 
‘The word location as used shall mean the 
contents of four walls non-communicating. 
This definition is modified, however, in its 
application to mills and manufacturing 
plants. The entire plant and not each indi- 
vidual unit shall be considered as one 
location.’ 


“This definition modifies the original in- 
terpretation made by the Fire Insurance 
Department by permitting the use of an 
average rate over the entire plant of a 
mill or manufacturing risk. It does not 
change the Department’s interpretation 
with respect to the use of average rates in 
connection with risks other than mills or 
manufacturing risks. 

MarvIN HALL 
Fire Insurance Commissioner.” 


Mutual Agents Select 
Baltimore 


THE 193i .ONVENTION OF THE NA- 
TIONAL ASSOCIATION OF MUTUAL IN- 
surance Agents will be held in Balti- 
more according to Chester C. Jen- 
nings, President of the Association. 
The Convention will be held Septem- 
ber 21st, 22nd, and 23rd at the Lord 

3altimore Hotel. 


This action was taken at a meeting 
of the Board of Directors held at 
saltimore on February 27th. 


University Teachers’ Proceed- 
ings Now Available 


THE AMERICAN ASSOCIATION OF 
UNIVERSITY TEACHERS OF INSURANCE, 
a scientific organization whose pur- 
poses are to promote insurance edu- 
cation and the discussion of insur- 
ance problems, announce that print- 
ed and mimeographed proceedings of 
its 1933-1937 annual meetings are 
now available. The cost per copy of 
the 1933 meeting is $1.00, for the 
1934, 1935, 1936, and 1937 meetings, 
$1.50. Copies of the 1932 organiza- 
tion meeting of the Association are 
also available at $.50 each. 

Copies of these proceedings may 
be secured by writing J. E. Parting- 
ton, 312-E University Hall, State 
University of Iowa, Iowa City, Iowa. 
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Pointed Words for Auto 
Drivers 


THE NORTH DAKOTA STATE PUBLIC- 
ITY SERVICE MINCES NO WORDS IN 
telling citizens what’s what about 
manners and customs in driving au- 
tos—as witness the following: 


They may be five, fifteen or fifty years 
old, but they are someone’s children. They 
are the pride and joy of some peoples lives 
—their loved ones—and yet, they die like 
soldiers on the battle front, dropping into 
graves everyday by the hundreds from the 
toll of motor age. 

Cars hit children, children hit cars—they 
are maimed, cut up, destroyed. Beautiful 
girls and handsome boys, whose parents 
with pride watched them grow, have their 
features horribly marred and scarred from 
automobile accidents. 

Why is this carnage necessary? Care- 
lessness accounts for the greatest share of 
accidents. Excessive speed has been blamed 
time and again, rightly—but it is only one 
small factor in most cases. 

How often do you step into another per- 
sons car and find the brakes are poor or 
uneven? The true answer is, about half the 
time. In about the same number, the steer- 
ing apparatus has too much play and is 
worn throughout. 

Then there is the person who drives 
with tires worn through the tread. Many, 
many accidents are caused by blowouts. 

Too, too often a person says: “We'll have 
to drive slowly today because our tires are 
bad—or, our brakes don’t work very well.” 
And yet, they do drive on the public high- 
ways, endangering lives of occupants of 
every car that comes within 300 feet. 

Then there is the driver who hits another 
car head-on while tuning his radio, or the 
one who has a collision while lighting a 
cigarette. 

There is the eighteen year old youth who 
tries to drive his car and kiss the good 
looking girl in the seat beside him at the 
same time—a train got in the road, both 
the boy and the girl are dead! 

It won’t always be the other fellow, cr 
the other fellow’s children ! 

Think! Right now! Check-Up! Promise 
yourself that your children won’t die! 


Vermont Amends Ruling on 
Financed Automobiles 


THE RULING OF COMMISSIONER DON- 
ALD A. HEMENWAY OF VERMONT ON 
financed automobile business reported 
in our February issue has been 
amended to permit the giving of the 
certificate of insurance to a buyer in 
lieu of a policy. The original ruling 
calls for use of certificates under 
master policies but not for individual 
policies covering the joint interest of 
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finance companies and purchasers. 


The first sentence of the amended 
ruling now reads: 


“When an automobile is insured 
for the benefit of the purchaser under 
a financing plan, he shall either be 
given possession of the policy, coun- 
tersigned by a Vermont resident 
agent, or a certificate which shall con- 
tain a clear and accurate statement 
of the premium paid for the insur- 
ance, the policy period, and a state- 
ment indicating in non-technical 
terms the coverage given, counter- 
signed by a Vermont resident agent.” 

The rest of the ruling remains un- 
changed. 


Hardware Mutual Casualty 
Company Open New Policy- 
writing Offices 


THE HARDWARE MUTUAL CASUALTY 
COMPANY OF STEVENS POINT, WISCON- 
sin has opened a policy-writing of- 
fice at Dallas, Texas, augmenting the 
former Claims and Sales Department. 
The office has been moved from the 
Kirby Building to the Allen Building. 
S. L. Larson is Department Manager 
and the office will employ 37 persons, 
17 having been transferred from 
Stevens Point. 


A new Pittsburgh office is also 
being opened at 429 Fourth Avenue. 
J. A. Miller, salesman for the com- 
pany in Pennsylvania since 1933, is 
manager. 


New Hampshire Ruling on 
Unauthorized Companies 


INSURANCE COMMISSIONER ARTHUR 
J. ROUILLARD OF NEW HAMPSHIRE 
has notified casualty insurance com- 
panies licensed to do business in the 
State that they shall not file or assist 
in the filing of any policy of insur- 
ance of whatever nature, in behalf of 
or for the benefit of any unauthor- 
ized insurance carrier. The Commis- 
sioner’s ruling follows in full: 


“It has come to the attention of this 
department that certain Casualty Insur- 
ance Companies licensed to do business 
in this state have made a practice of 
filing motor vehicle liability certificates, 
bonds or policies with the state, county 
and city regulatory bodies, such as the 
public service commission of New Hamp- 
shire, for and in behalf of insurance car- 
riers not authorized to do business in the 
State of New Hampshire. 

“The ultimate effect of this procedure is 
to assist and enable such companies to do 
an insurance business in this state. 

“It is, therefore, the ruling of this 
office that no insurance company or agent, 
now or hereafter licensed to do business in 
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this state, shall file or assist in the filing 
of any policy of insurance of whatever 
nature, in behalf of or for the benefit of 
any unauthorized carrier, with any such 
regulatory body in this state. 

“If your company has such filed policies 
outstanding, you are given thirty days to 
cancel the same. 

“If your agents have been offering such 
arrangements to companies or individuals, 
kindly notify them to discontinue such 
offers immediately.” 


Occupational Rating Plan 
Abandoned In Illinois 


ERNEST PALMER, DIRECTOR OF IN- 
SURANCE OF ILLINOIS, HAS AN- 
nounced that the State Insurance De- 
partment has been advised that the 
company which requested the formal 
hearing on the Occupational Rating 
Plan for automobile bodily injury 
and property damage insurance, to- 
gether with other companies, will 
withdraw the plan and file a substi- 
tute. 


According to Director Palmer a 
differential in rates for private pas- 
senger automobiles used for business 
purposes and those not so used, will 
be provided for under the substitute 
plan. The substitute plan will not, 
however, provide any differential in 
rates for private passenger cars based 
upon a classification of automobile 
owners by occupation, profession or 
employment. 


Mr. Palmer has notified the com- 
panies which had filed the Occupa- 
tional Rating Plan that if they de- 
sired to withdraw it and file a substi- 
tute in conformity with the above 
plan, the new filing “will receive fa- 
vorable action by the Department.” 


North Dakota Financed Car 
Coverage Ruling 


NORTH DAKOTA FOLLOWING THE AC- 
TION RECENTLY TAKEN BY SEVERAL 
other states has adopted the recom- 
mendations of the National Associa- 
tion of Insurance Commissioners re- 
garding financed cars. State Insur- 
ance Commissioner Oscar E. Erick- 
son recently issued a ruling stating 
that the purchasers of automobiles 
on the installment plan in the State 
will be given full information regard- 
ing the coverage and cost of insur- 
ance for which they pay. Full text of 
the Commissioner’s ruling which was 
effective as of March Ist, 1938, fol- 
lows : 


“In the State of North Dakota on and 
after March 1, 1938, every purchaser of an 
automobile under a financing plan, when 
such car is insured in his benefit, shall re- 
ceive either an insurance policy or certifi- 
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cate of insurance, when a master policy 
covering such car through a common vendor 
or finance company is issued. The policy 
or certificate held by the purchaser shall 
contain a true and factual statement of the 
premium paid for the insurance, and shall 
give full and complete information regard- 
ing the types of coverages, limits of liability, 
duration of the contract and the terms and 
conditions of such insurance. Such policy 
or certificate of insurance shall be counter- 
signed by a resident agent of this State. 
“Flat premiums shall not be used for in- 
surance rates on financed automobiles where 
sizes and values of automobiles are varied 
and different. There shall be no differen- 
tial in rates, based on a distinction between 
financed and non-financed automobiles. 

“The purchaser of an automobile through 
a finance company is entitled to the same 
rights, as his interests may appear, in the 
unearned premium on the cancellation of a 
joint interest policy as he would have under 
his contract of insurance if no finance com- 
pany were involved. 

“The purchaser shall be entitled to par- 
ticipate in the dividends, if any, as his inter- 
est may appear if the policy protecting joint 
interests ‘is issued by a mutual insurance 
company.’ 


University Issues Study On 
Unauthorized Practice 

THE CURRENT CONTROVERSIES BE- 
!'WEEN BUSINESS MEN AND DIVERS 
lawyers’ groups in the several states 
as to whether a number of routine 
business activities constitute, in real- 
ity, the practice of law—and may in 


consequence be carried on only by 


licensed attorneys — receive exhaus- 
tive analysis in the latest symposium 
upon “Law and Contemporary Prob- 
lems” published by the Duke Uni- 
versity School of Law, of Durham, 
North Carolina. 
Devoted entirely to 


‘The 


Unau- 
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thorized Practice of Law Contro- 
versy”, this latest in the series of 
valuable publications issued by the 
University concerns itself largely 
with the unauthorized practice situa- 
tion in such fields as those of the real 
estate broker, the corporate fiduciary, 
the collection agency, the automobile 
club, and the quasi-legal administra- 
tive body which is coming to be such 
a large force in government. The 
technique of treating each field is 
similar, in that each side is permitted 
space for a factual presentation of 
its side of the controversy, and an 
analysis is then furnished by a third 
writer of a number of the cases 
which have decided upon the subject. 

By far the most interesting article 
included in the symposium, to the 
layman, is “The Bar’s Troubles, and 
Poultices — and Cures?” by Prof. 
Karl N. Llewellyn, Betts Professor 
of Jurisprudence of the Columbia 
University School of Law. In char- 
acteristically outspoken fashion he 
takes the Bar to task for its own 
economic plight, and points out that 
while business has progressed at a 
rapid pace in recent years, lawyers 
are still endeavoring to operate with 
methods current a century ago. He 
holds that there is plenty of oppor- 
tunity for successful legal practice, 
but that the average lawyer has no 
means of maintaining close enough 
contact with potential sources of law 
business. Making known to the gen- 
eral public the services which the 
Bar has to offer, and rendering good 
service at low fees is his solution for 
the Bar’s present troubles. 


Homer Mitchell Named 
Chairman of the Board 


HOMER R. MITCHELL, 
AND GENERAL MANAGER OF THE 
Texas Employers Insurance Asso- 
ciation since 1928, has been made 
Chairman of the Board. The action 
elevating Mr. Mitchell to this office 
was taken at the recent annual meet- 
ing of the Association held in Dallas. 

Mr. Mitchell has been associated 
with the organization since its found- 
ing in 1914 and has played a major 
part in building it up to its present 
high rank in the field of casualty 
insurance. He succeeds W. B. Head, 
President of the company from its 
organization until 1928, and Chair- 
man of the Board from 1928 until 
his death in December of last year. 

A. F. Allen, Executive Vice-Presi- 
dent of the Association since 1928 
and likewise connected with the or- 
ganization from its beginning, has 


PRESIDENT 


been named President, 
Mr. Mitchell. 

Other changes in the executive 
ranks saw the elevation of L. W. 
Groves to the position of Executive 
Vice-President. Mr. Groves had 
served as Secretary of the Associa- 
tion since 1928. 

3en H. Mitchell, a son of Chair- 
man Mitchell, who has been with the 
Association for a number of years 
in the sales department, was elected 
to fill the post of Secretary, vacated 
by Mr. Groves. 

E. E. Watts was re-elected Treas- 
urer. 


succeeding 


Casualty Actuaries Meet 
May 20 


RICHARD FONDILLER, SECRETARY 
AND TREASURER OF THE CASUALTY 
Actuarial Society, has announced 
that the next meeting of the Society 
will be held in New York City on 
Friday, May 20. In connection with 
the forthcoming meeting Mr. Fon- 
diller has issued the following an- 
nouncement : 


Members desiring to submit papers for 
the next meeting of the Society are re- 
quested to make such submission as far in 
advance of the meeting as possible. 

It often happens that a number of the 
papers submitted for meetings of the So- 
ciety are not received until shortly before 
the date of the meeting for which they are 
intended. 

In this connection your atention is di- 
rected to the list of suggested subjects for 
papers which was sent to members of the 
Society on October 2, 1937. Any member 
of the Society may obtain a copy of this 
list by writing the secretary. 
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Long Time Loans Increase 
Burning of Autos 


W. C. THEIMER, STATE FIRE MAR- 
SHAL OF OKLAHOMA, STATES THAT 
recent investigations have convinced 
him that a direct relation exists be- 
tween long term motor vehicle buy- 
ing and an increase in the number of 
automobile arson cases. 

Mr. Theimer in commenting on the 
matter stated: 

“Long term loans on cars are causing 
more burnings than anything else. Owners 
get hard pressed when their cars need over- 
hauling while payments are still due so they 
sell them to the insurance companies. My 
theory is that if there were less of this 
installment system of car buying there 
would be less inducement to burn cars.” 

[Three convictions on automobile 
arson charges were obtained in Okla- 
homa during 1937. Three such cases 
are pending in the courts and three 
more are under investigation. The 
increase in the number of cases Mr. 
Theimer stated, either proved or sus- 
pected, is of itself sufficient to war- 
rant investigation. 


Mutual Marine Conference 
Requested to Approve 
New Forms 


THE EXECUTIVE COMMITTEE OF THE 
MUTUAL MARINE CONFERENCE HAS 
been requested to approve a number 
of new standard forms for inland 
marine coverages, as a result of the 
winter meeting of the organization's 
underwriting committee held recently 
in Chicago. 

Among them are a motor cargo 
form which includes both the legal 
liability of truckmen and_ goods 
owned by shippers in a single policy ; 
a morticians’ liability policy; an un- 
earned premium form; a theatrical 
floater; an installation risks form; 
and a joint bailees’ customers’ form 
covering laundry and cleaners’ and 
dyers’ risks in a single policy. 

Recommended also was_ special 
rating for all musical instrument 
risks involving more than $7,500 in 
values, and for theatrical floater 
risks involving more than $10,000 in 
values. 


To make more convenient the 


rendering of reports which have been 
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requested by the Interstate Com- 
merce Commission it was agreed that 
motor cargo experience of the mem- 
ber companies will in the future be 
kept upon a zone basis—hauls of 
less than 50 miles, between 50 and 
150 miles, between 150 and 300 miles, 
and over 300 miles. 

Numerous inland marine under- 
writers attended several of the com- 
mittee’s meetings. They uniformly re- 
ported very favorable loss ratios for 
1937, and an increase in inland ma- 
rine premiums over 1936 approximat- 
ing 40 %. Members of the underwrit- 
ing committee are T. L. Osborn, Na- 
tional Retailers Mutual Insurance 
Company, Chicago, chairman; Rob- 
ert Morris, United Mutual Fire In- 
surance Company, Boston; E. 'J. 
Raabe, Central Manufacturers’ Mu- 
tual Insurance Company, Van Wert, 
Ohio; George Madden, Western 
Millers Mutual Fire Insurance Com- 
pany, Kansas City; and T. M. Hollo- 
ran, Grain Dealers National Mutual 
Fire Insurance Company, Indian- 
apolis. 

eee 


Insurance Bulletin for Credit 
Men 


A SPECIAL WEEKLY BULLETIN TO 
MEMBERS OF THE KANSAS CITY ASSO- 
ciation of Credit Men commenting on 
various insurance problems as they 
relate to the credit field was inaugu- 
rated on March 1 by a special com- 
mittee appointed by the Association. 

Members of the Committee are 
Fred Schild, Manager, Employers 
Mutual Liability Insurance Com- 
pany; John Owens, Central Mutual 
Casualty Company; F. K. Dart, 
American Credit Indemnity; T. K. 
Smith, Western Underwriters Mu- 
tual Fire Insurance Company and 
Ken Willis, Western Millers Mutual 
Fire Insurance Company. 


Mutual Fire Premiums Up In 
New York City 


THE 1937 PREMIUM INCOME OF THE 
MUTUAL FIRE INSURANCE COMPANIES 
in the New York City area showed 
a substantial increase over the writ- 
ings of the previous year. The in- 
crease, based on reports received 
from mutual companies writing about 
70% of the New York City business, 
is even more impressive in the light 
of a decrease in stock fire insurance 
premiums over the same period. The 
mutuals registered a 23.2% gain in 
the entire New York Exchange ter- 
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ritory, while the stocks suffered a 
3.0% decrease in their net fire pre- 
mium income in the area. 

Furthermore, the increase of 1937 
premiums over those of 1935 showed 
even a more remarkable upward 
trend. The total mutual premiums in 
Exchange territory for 1937 were 
81.9% over those of 1935. 

The mutual premiums for 1937 
should be well over the million dol- 
lar mark on the basis of returns 
available at the present time. The 
premiums of those mutuals reporting, 
as well as the premiums of the stock 
companies were as follows: 

MUTUALS 


Premiums 


Area— 1937 1936 1935 
Manhattan 

& Bronx.....$537,895 $428,666 $283,768 
Brooklyn ...... 203,910 173,715 116,372 
Long Island.... 70,729 55,969 46,230 


Entire Exchange 812,527 659,777. 446,586 
Percentage Increase 
1937 over 1936 1937 over 1935 


Manhattan 

& Bronx.... 24.5% 89.6% 
Brooklyn ...... 17.4% 75.2% 
Long Island.... 26.4% 53.0% 
Entire Exchange 23.2% 81.9% 

STOCK COMPANIES 
1937 1936 % Inc. 

Manhattan 


& Bronx .$17,491,838 $18,650,538 —6.3% 
Brooklyn... 9,507,622 9,225,242 +3.1% 
Long Island. 750,281 741,877 +1.1% 
Entire 

Exchange 27,702,738 28,546,315 —-3.0% 


Federal Crop Insurance 


Corporation 


THE APPOINTMENT OF THREE DI- 
RECTORS OF THE FEDERAL CROP INSUR- 
ance Corporation, which was estab- 
lished by the Federal Crop Insurance 
Act, was recently announced by Sec- 
retary'of Agriculture Henry A. Wal- 
lace. The Act is a part of the Agri- 
culture Adjustment Act of 1938, ap- 
proved by the President on Febru- 
ary 16th, and makes crop insurance 
available for wheat beginning with 
1939 crop. 

Those appointed to the Board of 
Directors by Secretary Wallace are: 
M. L. Wilson, Under-Secretary of 
Agriculture; Jesse W. Tapp, As- 
sistant Administrator of the Agri- 
cultural Adjustment Administration ; 
and R. M. Evans, Assistant to the 
Secretary of Agriculture. In these 
three men will be vested the direct 
management of the Corporation for 
which the legislation provides cap- 
ital stock of $100,000,000. Of this 
amount only $20,000,000 will be 
available for the first year’s opera- 
tion, however. 

The insuring of wheat yield—not 
prices—against all natural hazards, 
such as drought, flood, hail, winter- 
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kill, lightning, insect infestation and 
plant diseases are provided for under 
the Act. Provision is made for the 
payment of losses to wheat produc- 
ers to the extent that their yield falls 
below 50 or 75 per cent of their 
past average yields. Losses to pro- 
ducers are to be paid from reserves 
built up by the premiums that farm- 
ers pay, these premiums to be based 
upon past loss experience on the 
farms insured in the areas in which 
they are located. The Act stipulates 
that these premiums are to be used 
only for the payment of losses, and 
provisions are made in the Act for 
payment of storage and administra- 
tive costs from government funds. 

The crop insurance program for 
wheat will be instituted with branch 
office headquarters in only two cities 
at the outset, it was announced by the 
Board of Directors. These cities are 
Kansas City, Missouri, and Minne- 
apolis, Minnesota. 

The branch office in Kansas City 
will serve as headquarters for the 
hard and soft winter wheat areas, 
and the Minneapolis office for the 
spring wheat area. It was pointed 
out that setting up offices in only 
two cities at the outset will keep 
down overhead costs. Subsequent 
establishment of any other branch 
offices will depend upon the number 
and location of farmers who buy 
wheat crop insurance policies. 

The two initial headquarters loca- 
tions were selected as the centers of 
the northern and southern half of the 
wheat belt. Each of the offices will 
supervise insurance, issuance of poli- 


cies and wheat storage operations 


for several States. 

Roy M. Green, manager of the 
Corporation, said that the branch of- 
fice for the winter wheat area will be 
set up as soon as possible before July 
of this year, when the sales campaign 
will be started for wheat planted this 
fall and harvested in 1939. The 
spring wheat office in Minneapolis 
will probably be established 60 to 90 
days later. 


Short Wave Radio is Novel 
Fire Alarm 


BUILDINGS WHOSE CEILINGS ARE 
STUDDED WITH THERMOSTATS — 
which send impulses direct to fire 
alarm headquarters by short-wave 
radio when the temperature beneath 
them rises—are expected to result in 
a cut in fire losses by the Kansas 
city firm which manufactures the 
system —the United States Auto- 
matic Fire Alarm company. 
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Although adaptable to any type of 
structure the system is expected to 
prove most popular in large build- 
ings, for the alarm not only gives 
warning of fire in the structure but 
gives its exact location therein. The 
ceilings are covered with a network 
of thermostats, connected by wire 
with a special short wave radio trans- 
mitter located in the building. From 
this transmitter signals go auto- 
matically to the receiving set in fire 
alarm headquarters, the code for the 
exact location of the fire being re- 
peated some thirty times on a record- 
ing tape and by audible signal. 


Storage of Gasoline and 
Kerosene on the Farm 


CARELESSNESS IN USING AND STOR- 
ING GASOLINE, KEROSENE AND OTHER 
petroleum products causes an aver- 
age fire loss of approximately $6,- 
750,000 annually on farms of the 
United States, according to a pam- 
phlet recently issued by the U. S. 
Department of Agriculture. 

It points out that gasoline and ker- 
osene, as well as other flammable 
liquids, are always potentially dan- 
gerous. Lives and property may be 
reasonably safeguarded against this 
fire and explosion hazard, however, 
by the proper storage and the careful 
handling in use of these liquids. The 
bulletin points out the most common 
hazards, and the precautions which 
should be observed. It also gives in- 
formation on extinguishing gasoline 
and kerosene fires. 

In an effort to reduce the extensive 
loss of both life and property as the 
result of fires on farms, the United 
States Department of Agriculture is 
cooperating with the National Fire 
Protection Association, and other or- 
ganizations and associations inter- 
ested in fire prevention. 

Significant excerpts from the pam- 
phlet are printed below: 

Gasoline, kerosene and other petroleum 
products as a rule rank sixth among the 
causes of fires on farms. Excluding the 
loss attributed to unknown causes, it has 
been responsible over a ten year period for 
514% to 74%4% of the annual farm fire loss. 
In other words, the estimated fire loss on 
farms caused by the careless use and stor- 
age of these products is between $5,500,000 
and $7,500,000 annually. 

Probably several hundred people on farms 
are killed or seriously burned each year 
from the careless handling and storage of 
gasoline and kerosene. 

All grades of gasoline are highly flam- 
mable and dangerous. They should always 
be treated as such. Gasoline has been 
called “liquid dynamite” because of the 
explosive violence which results from the 
ignition of gasoline vapor mixed with air 
in certain proportions. The various grades 
of gasoline differ somewhat in chemical 








and physical properties. The better grades 
are much more hazardous to handle than 
others. As they are much more volatile, 
they mix with air in larger proportions 
and pass into vapor form (evaporate) more 
rapidly 

Gasoline vapor is heavier than air; con- 
sequently it will float along near the ground, 
like an invisible stream, for considerable 
distances. In a lean mixture (a little less 
than 2%) five gallons of gasoline would 
produce 8,000 cubic feet of burnable or 
mildly explosive gas (gas-air mixture), or 
enough to fill a room having the dimen- 
sions 20x40x10’. If ignited, and if no heat 
is lost, and the products of combustion are 
at atmospheric pressure, this mixture would 
expand to six or seven times the initial 
volume of air and gas vapors, with destruc- 
tive results. 

As with other gases and vapors, before 
an explosion of gasoline vapor can occur, 
a definite proportion of air and gasoline 
vapor must be present. In 100 parts by 
volume of air and gasoline, an explosion 
will not take place if there is less than one 
or more than six parts of gasoline vapor. 
In other words, the explosive range is be- 
tween one and about six per cent of gaso- 
line vapor. This range of explosibility is 
narrow as compared with that of many 
other mixtures of combustible gases and 
air; nevertheless in the lower limits there 
is a very small proportion of gasoline 
vapor, indicating the great importance of 
not allowing even a little gasoline to be 
exposed in a room or confined space. 

Kerosene (lamp oil or coal oil) unlike 
gasoline, is not highly flammable. When 
heated, however, it gives off dangerous 
vapors which are capable of forming ex- 
plosive mixtures with air. Generally kero- 
senes have flash points above 100 degrees 
fahrenheit whereas the flash points of 
gasoline range down to zero degrees or 
lower. 

Spraying quick-drying enamels, lacquers 
or finishes in the home has created new 
and insidious explosion and fire hazards. 
Pryoxylin lacquers, brushing lacquers con- 
taining pryoxylin, and as a matter of fact, 
most materials sold under this designation, 
contain amyl acetate, alcohol, and similar 
liquids which are highly flammable. 

The vapor formed by these lacquers and 
finishes is heavier than air and highly 
flammable. It falls to the surface of the 
ground and may be carried considerable 
distances. If the proper mixture of vapor 
and air is present as well as a source of 
ignition, such as an open flame, a lighted 
pipe, cigar or cigarette, a static spark, a 
metallic spark, or an electric spark, an 
explosion will result. These vapors may 
even flash back to the user from a flame 
located at a seemingly great enough dis- 
tance for safety. 


In general, this hazard can be guarded 
against by adequate ventilation. The ap- 
plication of these quick drying paints and 
lacquers, either by sprayers operated by 
hand or by those attached to vacuum clean- 
ers should, therefore, be carried on out of 
doors whenever possible, so that the vapors 
will be quickly dissipated and carried away 
in the open air. If of necessity spraying is 
carried on indoors, every precaution should 
be taken to insure that there are no open 
lights, fires, sparks, or other sources of 
ignition nearby and that the windows and 
doors are open. Smoking should be strictly 
prohibited. 

Stationary and automotive engines may 
back-fire when started. If this happens in 
the vicinity of combustible materials or 
explosive gases and dusts, a fire may re- 
sult. Combustible materials should be kept 


(Continued on page 23) 
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Consequential Losses 


By PROF. RALPH H. BLANCHARD 


SCHOOL OF BUSINESS, COLUMBIA UNIVERSITY 


COPYRIGHT 1938 BY RALPH H, 
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NEW YORK, N, Y. 


EW owners of property realize 
the possibilities of loss which may 
follow a fire (or other cause of 


physical damage). Attention has al- 
ways been focussed primarily on the 
physical destruction or damage, and 
insurance has generally been limited 
to covering that risk. With increased 
interdependence of business units the 
possibilities of consequential losses, 
those not comprehended in the usual 
definition of “direct loss by fire”, 
have rapidly multiplied. They may 
be as serious as the primary risk of 
direct loss, or even more serious. 
This development, combined with the 
growing inability of individual busi- 


ness units to absorb them, makes 
these losses an important problem of 
management. 

Perhaps the most evident of such 
losses is that of earnings due to dis- 
continuance of business operations 
resulting from fire. The fire itself 
and its immediate physical conse- 
quences may be great or small, and 
may occur on the premises or else- 
where; the possibilities of loss of 
earnings are determined by its effect 
on the operation of the business. 

A fire which damaged standard 
machine units readily replaceable in 
the market might cause a shut-down 
of a very brief period, while a fire of 





Not all the loss in 


a fire shows up on 
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the same dimensions which damaged 
imported or specially built machinery 
might lead to discontinuance of op- 
erations for months. Similarly, if 
raw stock or stock in process is dam- 
aged, the time necessary to recondi- 
tion, replace, or bring stock to the 
same point in process of manufac- 
ture is a factor in determining the 
shut-down period. A classic example 
is that of a wooden-last factory 
which depended for its supply of 
dried last blocks on a lightly-built air- 
drying shed in which the blocks were 
stored for 18 months, and on a steam 
dry-kiln in which they remeined for 
an additional three months. Satis- 
factory blocks were not obtainable in 
the market. The steam dry-kiln 
burned, and was replaced in six 
weeks. The manufacturing facilities 
were brought back to normal in six 
weeks, but it required three months 
to process another supply of blocks, 
and might have required 18 months, 
had the air-drying shed burned. 

An automobile plant may depend 
on another organization for frames, 
axles or other parts. A fire which 
interrupts production in the supply- 
ing plant may completely stop pro- 
duction of automobiles. Conversely, 
if an axle manufacturer is dependent 
on the continued purchases of the 
automobile plant, his production may 
be curtailed by a fire there. 


NTERRUPTION of business re- 

sults not only in loss of the net 
profits which would have been made 
had the interruption not occurred, 
but may in addition suspend in whole 
or in part the income devoted to 
meeting expenses, some of which 
necessarily continue even during dis- 
continuance of operations. These 
necessarily continue even during dis- 
continuance of operations. These 
necessarily continuing expenses vary 
with the period of the shut-down. 
Such items as interest on bonded 
debt continue regardless of the extent 
of operations, while expenditure for 
unskilled labor may be discontinued 
almost entirely and immediately. The 
continuance of other expenses de- 
pends on whether they are contrac- 
tual and on the practical necessities 
of maintaining both plant and organ- 
ization. If a plant is to be closed for 
several months, expenses can be cut 
drastically ; if for only a few days, it 
will be economical to keep both plant 
and organization in condition to re- 
sume work quickly. Whatever the 
situation these expenses are a loss, to 
the extent that they are not covered 
by income. 
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Quite different in nature from the 
loss of earnings from discontinuance 
of operation is the loss of profits on 
finished goods held for sale, resulting 
from damage to, or destruction of, 
the goods, whether the goods are 
owned or to be sold on commission. 
In the case of a seasonable product 
which cannot be replaced in time to 
supply the market for which it is in- 
tended, destruction may mean total 
loss of profits. If the goods can be 
quickly replaced, and are being held 
as a reserve supply, there may be no 
loss of profits. If goods are partially 
damaged, the effect on profits varies. 
A 25 per cent damage may result in 
a 100 per cent loss of profits. Ad- 
verse business conditions may mean 
that there would be no profit loss 
from fire since no profit would have 
been made had the goods remained 
intact. 

Akin to necessarily continuing ex- 
penses are additional expenses which 
must be incurred in certain businesses 
when a plant is shut down as a result 
of fire. These businesses depend on 
uninterrupted service for their very 
life and must make every effort to 
secure substitute facilities. News- 
papers, laundries, milk distributors, 
and like enterprises depend largely 
on their customers’ habituation to use 
of their services. Substitution of 
service from other organizations may 
result in the permanent loss of much 
of their business. They are therefore 
compelled to maintain service even 
at considerable expense, in the inter- 
est of holding patronage. Such addi- 
tional expense represents a loss con- 
sequent on the fire. Any business is, 
of course, subject to this risk in some 
measure, but often it is not of suffi- 
cient consequence to be considered 
serious, particularly where there is 
no equivalent substitute product. 

ee @ @ 

OSS of value of physical property 

due to fire may sometimes occur 
even though the property is not di- 
rectly burned or even heated by the 
fire. The meats in a cold storage 
plant or the dough which has been 
prepared in a bakery may spoil if the 
machinery of either is put out of 
commission. 

Another class of consequential loss 
is that of the value of the right of 
occupancy. If a building is rented 
by, or available for rental to, others, 
the owner may lose actual or prospec- 
tive rental in case of fire. Similarly, 
if an owner of property is forced to 
vacate it, he may be forced to pay 
rent elsewhere for equivalent quar- 
ters, or if he is occupying property as 
lessee from another he may be forced 

to pay higher charges elsewhere. 
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Losses will vary with the effect of a 
fire on the abatement of rent, and its 
effect on the continuance of the lease. 

In certain localities a building, if 
damaged by fire to a specified extent, 
may not be rebuilt except in con- 
formity with building laws which did 
not apply to it before the fire. The 
owner will be obliged to raze the un- 
damaged portion and rebuild at 
greater expense than would have 
been incurred in putting the building 
into the condition obtaining previous 
to the fire. Even in repairing with 
material “of like kind and quality”, 
he may find it necessary to use new 
material which is more expensive 
than the depreciated material de- 
stroyed. True, he would have, in 
either case, a better building, but he 
might not be prepared for the neces- 
sary outlay, and the less valuable 
building might be quite adequate for 
his purposes. The balance sheet 
might not tell the true story of the 
effect on his finantes. 

When a fire occurs, and the loss is 
paid, the amount of the fire insurance 
contract is reduced by the amount of 
the payment, and the corresponding 
portion of the premium fully earned, 
according to current practice. Since 
the original premium was paid to 
cover the entire term of the policy, 
the unearned portion may be con- 
sidered a loss. 

If books of account are destroyed 
or damaged, it may cause a loss from 
inability to collect debts of which no 
record remains. 


LOSS 












All of the losses to which attention 
has been directed are measurable, 
even though determination is some- 
times difficult and a matter of opin- 
ion. There are many losses, no less 
real, which are probably so indefinite 
as to be incapable of practical mea- 
surement. Among these are loss due 
to disorganization of the working 
force, loss of customers to compet- 
itors, the inconvenience, discomfort 
and strain of readjustment. 


O THE extent that losses can be 
measured and their probability of 
occurrence estimated, even approx- 
imately, they may be made subject to 
insurance. Insurance may be obtained 
against the measurable losses which 
have been mentioned, though it is 
not so freely written, nor so exact in 
application as is ordinary fire insur- 
ance covering direct physical loss or 
damage. The contracts available are 
not always tailored to fit the particu- 
lar risk, providing excessive or in- 
adequate cover. But constant thought 
is being given to improving this sort 
of cover, and it may be expected that, 
sooner or later, a business will find 
it possible to insure against prac- 
tically every important loss which 
may result from fire or other cause 
of physical damage under contracts 
designed for its particular needs. 
The various sorts of consequential 
losses and the contracts now written 
to cover them are tabulated below: 
(Continued on page 25) 





INSURANCE 


I. Loss of earnings from operation and 


necessarily continuing expenses. 


a. Fire damaging insured’s prop- 


erty. 


b. Fire damaging other’s property. 


II. Loss of profits or commissions on 


finished goods. 
IIT. 


duction or service. 


IV. Loss of value of property due to fire 


damaging other property. 


Additional expenses to continue pro- 


Use and occupancy*. 
Contingent use and occupancy. 


Profits and/or commissions. 


Additional charges and expenses 


Consequential damage. 


V. Rental. 
a. Rental income. Rent. 
b. Rental value. Rental value. 
c. Leasehold value. Leasehold. 
VI. Demolition or more costly recon- Demolition. ; 
struction. Replacement. : 
Increased cost of construction. 
VII. Depreciation. Depreciation. 
VIII. Accounts receivable. Accounts receivable**. 
IX. Unearned premiums. Unearned premium. 


_ ™ Specialized forms are written to cover special situations, for example, “tuition fees 
insurance” for schools, and “outage insurance” in connection with machinery. 


** A broader coverage is afforded by the ‘‘Destruction Policy 


Valuable Papers.” 
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Farm Appraisals Give Only a Reasonable Approximation of the Actual Value of the Property. 





Insurance’ in Relation to Walue as A Farm 


NE of the basic problems in 
() farm insurance is to maintain 
a reasonable relationship be- 
tween the insurance written and the 
value of the property covered. Fail- 
ure to maintain such relationship is 
quite certain to result in one or an- 
other of several evils. Over-insur- 
ance, as is well known, tempts the 
insured to bring about losses either 
by wilful negligence or by criminal 
action and thereby places an unjusti- 
fiable burden upon the company and 
upon its honest members who rely 
upon it for protection against un- 
avoidable loss. Extreme under-insur- 
ance on the other hand may fail to 
give a member the protection that he 
needs and ought to have. It may also 
bring about a grossly inequitable dis- 
tribution of insurance cost and at the 
same time discredit the actual cost 
record of the company. For con- 
venience it is proposed first to deal 
with the problem of over-insurance. 
The evils of over-insurance are 
most common and most pronounced 


Mutual Problem 


By V. N. VALGREN 


WASHINGTON, D. C. 


in connection with buildings and cer- 
tain other items of property that are 
usually insured specifically or, in 
other words, that are covered indi- 
vidually in the policy, by stipulated 
sums of insurance. On property thus 
insured the member normally expects 
in case of total loss to collect the full 
insurance carried by the item. If, 
therefore, the insurance exceeds the 
value of the property to him he an- 
ticipates and quite frequently obtains 
an actual profit if the property is 
destroyed. 

The very close relationship be- 
tween over-insurance and excessive 
losses in the case of farm fire insur- 
ance mutuals, as well as in the case 
of other fire insurance companies, 
hardly needs to be stressed. As a 
group the farm mutual fire insurance 
companies have been rather excep- 
tionally successful in holding their 
insurance on buildings to an amount 





well within the value of the property 
to the owner. In fact this appears to 
be one of the primary reasons for 
the records of decidedly low average 
insurance cost that these companies 
as ‘a group have established and 
maintained. 

The farm mutual fire insurance 
companies, however, have by no 
means been entirely exempt from the 
moral hazard due to over-insurance. 
This is clearly shown by the fact that 
during the first few years of the re- 
cent severe economic depression their 
losses showed a relatively pronounced 
increase. While these companies 
showed an average annual cost in 
cents per $100 of insurance during 
the decade 1920-1929, that in no year 
exceeded 28 cents, and for some of 
these years was as low as 24 cents, 
such average cost during each of the 
years 1930, 1931 and 1932 was be- 
tween 31 and 32 cents. By 1935 such 
cost had dropped back even below 
the annual average cost that pre- 
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vailed prior to 1930. 

The only plausible explanation for 
this rise in cost of farm mutual in- 
surance for the years 1930-1932, is 
the pronounced drop in values of in- 
sured property, and the impossibility 
of promptly adjusting the insurance 
to correspond to depreciated values. 
Much of this insurance during this 
three-year period, therefore, was suf- 
ficiently high to induce a moral 
hazard. 


NDIVIDUAL instances might be 

cited in which certain farm mu- 
tuals delayed longer than others in 
adjusting their outstanding insurance 
to the depreciated values and as a re- 
sult suffered severe and in a few 
instances overwhelming losses. One 
relatively small mutual in a southern 
State, for example, suffered fire 
losses in 1931 amounting to over 
$13,000 on about $550,000 of insur- 
ance. A special inspection and re- 
appraisal program was undertaken 
in March of 1932 after a change in 
the management of the company. As 
a result of this program most of its 
policies were reduced about one-third. 
Some of them were reduced as much 
as one-half. The losses of the com- 
pany suddenly began to show a sur- 
prising decrease. For 1932 they 
amounted to about $4,000, for 1933 
they were only $1,300, and for 1934 
they amounted to only $400 although 
the company by that time had again 
built up its volume of insurance to a 
figure well in excess of what it had 
in 1931. 

From the point of view of the in- 
sured it is desirable, of course, that 
the insurance protection § carried 
should cover the value of the prop- 
erty as nearly as practicable. From 
the point of view of the companies, 
however, it has been found imprac- 
ticable to attempt to give protection 
equal to 100 per cent of the appraised 
value. 

Appraisals after all give only a 
reasonable approximation to the ac- 
tual value of the property. Hence 
any attempts to insure in amounts 
closely approaching 100 per cent of 
the values are certain to give rise to 
many instances of over-insurance. To 
avoid having the insurance tempt the 
insured to bring about a self-inflicted 
loss it is necessary, therefore, to have 
a reasonable margin of safety. The 
great majority of farm mutuals as 
a result of this consideration aim to 
limit the insurance that they write to 
either three-fourths or two thirds of 
the appraised value. 


The writer has for many years 
favored as a general aim or standard 
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for farm mutuals, a 75 per cent cov- 
erage. This percentage of coverage 
seems a reasonable compromise be- 
tween the desire on one hand to give 
as full protection as practicable, and 
the necessity on the other hand to 
safeguard against instances of over- 
insurance. The typical honest mem- 
ber of a farm mutual, it is believed. 
is better served by having protection 
equal to 75 per cent of his property 
values at a low annual cost, than he 
is by having 100 per cent protection 
at an annual cost of insurance that 
includes heavy payments to certain 
unscrupulous members for self-in- 
flicted losses occasioned by over-in- 
surance. 

Certain farm mutual officers in the 
past have been inclined to reason and 
to argue that over-insurance was no 
serious problem with them because 
their membership was generally hon- 
est. Such reasoning and arguments 
apparently overlook the fact that it 
is not necessary that any large per- 
centage of the membership be dis- 
honest, in order to cause over-insur- 
ance to result in burdensome insur- 
ance costs. If one member out of a 
hundred wilfully destroys some of 
his property as a result of over-in- 
surance this is sufficient to double or 
perhaps even to quadruple the normal 
insurance costs in most of the farm 
mutuals. 

It should be remembered in this 
connection that the over-insured 
farmer is even more tempted to take 
advantage of over-insurance than 1s 
the man in the city. The isolation of 
the ordinary farm makes it far easier 
“to have a fire’’ without interference 
and without any large probability of 
having the cause of the fire deter- 
mined. 

e ee 


AS ONE safeguard against over- 
insurance and _  moral-hazard 
losses, fire insurance policies—those 
in use by farm mutuals as well as 
other insurance companies — quite 
generally, of course, reserve to the 
company the right to rebuild or to 
replace destroyed property. This pro- 
vision alone, however, is rather in- 
effective as a safeguard against the 
moral hazard. Only in case of the 
destruction of a new building insured 
at approximately 100 per cent of its 
value or more, can the company or- 
dinarily afford to replace the building 
in lieu of paying the amount of in- 
surance carried thereon. A more ef- 
fective plan is that provided for in 
the statutory farm mutual policy of 
Michigan, for example, which author- 
izes the company to require the re- 
placement by the insured of a de- 





stroyed building as a condition to the 
payment of the insurance. Such a 
provision if enforced should effec- 
tively prevent the wilful destruction 
of insured property for profit. 


The Province of Ontario, Canada, 
similarly, a few years ago, enacted a 
law authorizing the farm mutuals in 
the Province to provide in their pol- 
icies that unless a destroyed building 
is reconstructed by the insured the 
company may settle the claim by the 
payment of one-half of the amount 
of insurance carried on the property. 
One of the largest farm mutuals in 
the Province, which has availed itself 
of this law, has found that its losses 
as a result thereof have been very 
greatly reduced. 

A given farm mutual, of course, 
may find it difficult to adopt and to 
enforce effective safeguards against 
self-imposed losses, even when it is 
legally authorized to do so, unless 
other companies operating in the ter- 
ritory do the same thing. Such a 
company acting alone may have 
trouble in retaining its members and 
attracting new ones. Rival compa- 
nies are quite certain to stress their 
more liberal contracts and to ignore 
in their arguments the savings to be 
effected from special provisions 
against dishonesty. It may also find 
that such of the members as have 
mortgages on their property find 
difficulty in having their policies ac- 
cepted by their mortgagees. 

All interests should, however, ex- 
ert themselves as far as practicable 
to work for the general good of 
agriculture and the Nation as a whole 
by encouraging measures that tend to 
reduce needless destruction of fatm 
property. Such needless losses where- 
ever they occur decrease the amount 
of usable and taxable wealth even 
when the individual whose property 
is destroyed is compensated through 
insurance indemnities collected. 
Every $1,000 worth of property de- 
stroyed means that the Nation is 
poorer by $1,000. The fact that the 
loss suffered by the individual is dis- 
tributed in whole or in part through 
the agency of one or more insurance 
companies over a large number of 
individuals, may in the words of the 
proponents of an early British ma- 
rine insurance law, cause such loss 
to light “lightly upon many rather 
than heavily upon few”. But such a 
distribution of a loss burden in no 
way affects the reality of the loss. In 
fact if enough losses are distributed 
the collective burden therefrom lights 
heavily instead of lightly upon the 
“many”. 

(Continued on page 25) 
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Regulatory Powers Over Insurance Companies in Canada are Vested in Both Dominion and 
Provincial Governments. Pictured Above is Dominion Parliament Building at Ottawa. 


Conflict in Canada 


By LEIGH O. WHITE 


in the United States understand 

the Canadian system of gov- 
ernment. Probably few Americans 
understand a great deal about their 
own system of government. To in- 
surance people, however, the Cana- 
dian system presents more direct 
problems than does the American. 
In the United States the Federal 
government is almost completely di- 
vorced from any direct contact with 
the regulation of insurance. With all 
of the interest that the insurance 
business must take in the doings in 
Washington the interest is almost 
wholly confined to measures only in- 
cidental to insurance such as taxation 
and the furnishing of insurance for 
governmental agencies. Regulation 
of insurance hardly enters into the 
picture at all, appearing principally 
in regulations for the District of Co- 
lumbia and the Insular Possessions. 
In Canada, however, the situation is 
quite different. 
_ To those who recall their history 
it will occur that the American col- 
onies very early got together and 
drafted a thoroughgoing and detailed 


.* \MPARATIVELY few people 


compact called the Constitution. It 
attempted to define in fairly careful 
terms the powers that the states 
granted to the Federal government 
and those they kept for themselves. 
In spite of the care taken it was 
not until a number of decisions were 
made by the Supreme Court that the 
respective powers of the Federal gov- 
ernment and of the states could be 
approximately determined. The most 
important of these decisions so far 
as the insurance business is con- 
cerned was that of Paul vs. Virginia, 
decided in 1869. In that case it was 
held in effect that the business of in- 
surance was not commerce and that 
the Federal government had no regu- 
latory control over insurance under 
its interstate commerce powers. No 
other provision of the Constitution 
has ever been found to give the Fed- 
eral government jurisdiction over in- 
surance and therefore all jurisdiction 
has been retained by the state. Not 
so in Canada. 


N the early days the bulk of Canada 
was divided into Lower and Up- 
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per Canada. In order to obtain from 
the mother country greater self gov- 
ernment for Canada as a whole, and 
in order to promote provincial self 
government and to provide a hookup 
between the Dominion and the sev- 
eral provinces the British North 
America Act was passed by the Par- 
liament of Great Britain in 1867. 
This Act was intended to do and did 
do in great part what the Constitu- 
tion did for the United States. Theo- 
retically, however, this legislative 
constitution was granted from above. 
Powers were granted to the Domin- 
ion and also (contrary to the proce- 
dure in the formation of the United 
States) to the Provinces. It is there- 
fore a question, that has apparently 
never been settled, how much power 
was granted to each. The Privy Coun- 
cil, sitting in London, and corres- 
ponding to our Supreme Court sit- 
ting at Washington, has been called 
on many times to define the different 
powers, including those over the in- 
surance business, and has even ut- 
tered fervent prayers in its opinions 
that the question of jurisdiction over 
insurance in Canada could be settled 
once for all. Nevertheless the con- 
flict has continued to rage. 


However, there is a movement on 
foot at the present time in Canada 
for the Provinces voluntarily to re- 
lieve themselves of considerable of 
their authority over the insurance 
business and to delegate it to the Do- 
minion government. This movement 
is receiving considerable support 
from the Canadian insurance people. 
Already two of the most important 
insurance associations, the All Can- 
ada Insurance Federation, represent- 
ing two hundred fire and casualty 
companies, stock and mutual, and the 
Canadian Life Insurance Officers’ 
Association representing over 99% 
of the life insurance business in Can- 
ada, have endorsed the movement 
with a few reservations, in reports 
or “submissions” offered to the Royal 
Commission on Dominion-Provincial 
Relations through or by whom the 
present proposals were initiated. 
These submissions together with a 
memorandum on the subject by Hon- 
orable G. D. Finlayson, Superin- 
tendent of Insurance of the Domin- 
ion of Canada, present a vivid picture 
of the overlapping of jurisdiction and 
the duplication of effort going on in 
Canada. Whether or not the present 
drive to put control in the Dominion’s 
government will succeed, it is quite 
clear that there is a determination to 
remove, so far as possible, duplication 
of effort, duplication of taxation, and 
the continual conflicts between the 
Provinces and the Dominion in in- 
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surance. According to the submission 
of the Canadian Life Insurance Of- 
ficers’ Association, “Canada as a na- 
tion is facing a crisis, in meeting 
which considerations of national in- 
terest should always prevail over 
narrower interests of whatever na- 
ture.” Inasmuch as these submissions 
and Mr. Finlayson’s memorandum 
were issued late in January of this 
year, it is too early probably to per- 
ceive the full strength and extent of 
the opposition to the movement that 
would retain the present authority 
in the Provinces and conceivably in- 
crease it by decreasing the Dominion 
jurisdiction. To do this would, of 
course, approach the system in the 
United States. To attempt to weigh 
the benefits and detriment to the in- 
surance business, to the public, and 
to the governments themselves con- 
tained in each system and to com- 
pare them in their practical opera- 
tions, would have to take account 
among other things of personal predi- 
lections and of sentiment for strong 
or weak central government. View- 
points on comparative efficiency of 
administrative officers and on the 
“all-eggs-in-one-basket” versus “‘lo- 
cality-as-a-proving-ground” debate 
would affect the appraisal. Nothing 
like that is attempted in this article, 
but it is safe to say that no dissenting 
voice would be raised against the 
abolition of conflicting duplicating 
powers that leave one “damned if he 
does and damned if he doesn’t.” In- 
evitably these must cause an increas- 
ingly serious duplication of taxes and 
an jncreasing duplication of work on 
the part of the insurance companies 
and duties on the part of the adminis- 
trative officials, all of which must be 
paid for in the almost-final analysis 
by the insurance companies and in 
the final analysis by the insuring pub- 
lic. 

It will be interesting to examine 
what Superintendent Finlayson, the 
Insurance Federation and the life in- 
surance companies have to say about 
the movement. There seems to be 
some sentiment among those who 
favor the extension of the authority 
of the Dominion for the licensing of 
insurance agents by the several Prov- 
inces, but even on this point it is Mr. 
Finlayson’s opinion that the Domin- 
ion could assume jurisdiction. He 
says—‘‘It is safe to say that wherever 
there is effective selection and super- 
vision of agents, it is exercised 
through the agency of an extra-De- 
parmental body of this character 
[advisory committee]. This is a func- 
tion which can be performed as well 
by the Dominion through local repre- 
sentatives as by the Provinces.” 
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R. FINLAYSON’S memoran- 

dum points out the following 
duplications and other difficulties : 
General Supervisory Function: 

“1. In most of the Provinces all the Do- 
minion licensees are required to obtain 
licenses from the Provinces, pay therefor 
initial and annual fees varying from $100 
to over $300. 

“2. All the said companies are required 
to file documents, including a copy of the 
charter, financial statement and power of 
attorney to a Provincial agent, as a condi- 
tion of licensing. 

“3. All the said companies are required 
to file financial statements with most of 
the Provinces and, in the case of the larger 
Provinces, these statements, in an abbre- 
viated form, are actually printed, although 
the statements are printed in complete de- 
tail in the Dominion Department’s reports.” 
As an example of the sort of double 
jeopardy that an insurance company 
may encounter, he says “Should a 
Dominion licensee circulate a state- 
ment prepared on that basis [Domin- 
ion basis] in a Province in which the 
provincial regulations prescribe a dif- 
ferent basis of valuation, it is guilty 
of an offense.” And “While, as a 
rule, the Dominion licensees are not 
as yet subjected to duplicate inspec- 
tion by the Provinces, there is a ten- 
dency on the part of some Provincial 
officials to impose unnecessary bur- 
dens on the companies in this re- 
spect.” 


The Cost of Duplication: 

Mr. Finlayson points out that the 
cost of supervision of insurance com- 
panies by the Dominion in 1936 was 
$144,621.36 and for all the Provinces. 
$148,407.78, and says that this ex- 
pense “is probably small in compari- 
son with the amount of unnecessary 
expense imposed upon Dominion 
licensed companies in preparing state- 
ments, filing documents and obtain- 
ing licenses.” Any insurance man can 
attest to the tremendous increase in 
paper work everywhere, brought 
about by the increase of taxes, 
licenses, reports, etc. 

The Problem of Taxation: 
On the important subject of taxa- 


tion, the memorandum comments as 
follows: 


“It is hard to see why any class of com- 
pany operating throughout the Dominion 
should be taxed at different rates in differ- 
ent Provinces. The work imposed on busi- 
ness in preparing taxation returns for dif- 
ferent authorities is becoming a burden 
comparable with the tax burden itself and 
the work imposed on Governments in re- 
ceiving and checking those statements adds 
materially to the costs of administration. 
Governments, therefore, for their own sake, 
if not for that of business, should cooperate 
to reduce it. The taxation of life insurance 
premiums, reserves or profits (other than 
shareholders’ profits) is akin to the taxation 
of savings deposits and should, if necessary 
at all, be kept at a minimum. For fire and 
casualty insurance the income tax is more 
appropriate, and probably also for loan and 
trust companies. Centralization of collect- 


ing machinery should be provided with dis- 
tribution to Provinces participating in the 
benefit of the tax.” 


HAT seems to be the high- 

light in the memorandum is 
contained in the portion devoted to 
“Efforts to Reduce Duplication”. It 
is pointed out that Nova Scotia in 
1918 requested the cooperation of the 
Dominion in the supervision of its 
Provincially incorporated companies 
and it was provided by legislation 
that no company should be permitted 
to transact business unless it held a 
Dominion license and that “the addi- 
tional expense to the Dominion has 
been negligible, but the saving to the 
Province has been substantial. It may 
be safely stated that the making of 
similar arrangements with all the 
Provinces of Canada would not in- 
volve an addition to the Dominion 
Department’s expense of more than 
from 5% to 10% of its present ex- 
penditure.” 

The Province of Quebec appears 
to call for some special treatment for 
the reason that it is especially at- 
tached to the provisions of its Civil 
Code relative to insurance contracts. 
Like Louisiana, Quebec has inherited 
and cherishes the French Civil Code. 


The life insurance companies in 
their submission suggest that super- 
vision of companies doing business in 
more than one province be relegated 
to the Dominion. Mr. Finlayson com- 
ments ‘This leaves unallocated the 
supervision of companies doing busi- 
ness in only one Province. There is, 
it is true, only one or two such life 
insurance companies in Canada, but 
if an analogous hiatus is allowed to 
remain in respect to the business of 
fire and casualty insurance there will 
be an appreciable field unprovided 
for.” 

That the All Canada Insurance 
Federation is on the whole in accord 
with the scheme for Dominion con- 
trol is evident from its recommenda- 
tions as follows: 

“Insurance from its very nature is a 


Dominion-wide business, therefore, we urge 
that— 


“1. one central authority should be con- 
stituted to whom all insurance companies 
would report their operations on a uniform 
basis, which authority alone should have 
the right to grant license powers to in- 
surers desiring to do business anywhere in 
the Dominion and which should be re- 
sponsible for the maintenance of the sol- 
vency of such insurers and have power to 
require deposits to be maintained in Canada 
for the protection of Canadian policy- 
holders ; 

“2. the present system of requiying in- 
surers to make returns to nine provincial 
governments and a further return to the 

(Continued on page 23) 
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AUTOMOBILE DRIVER REWARDS HELD 






IMPRACTICABLE FOURTEEN YEARS AGO 


N the light of the controversy be- 
I tween company and company and 
agent and company over rewarding 
of safe drivers by means of a reward 
to the insured owners of automobiles 
free of accidents during the year, 
the report of the Committee on In- 
surance of the National Conference 
on Street and Highway Safety re- 
leased on December 2, 1924 is of in- 
terest. With a little change in the 
terminology and in some of the fig- 
ures, the report might very well be 
considered as having reference to 
the plan which is being discussed so 
heatedly in stock insurance circles 
today. 

The report follows: 


| a has been suggested that the 
insurance companies might do 
something to reduce automobile acci- 
dents by injecting into their rating 
structure the principle of merit rat- 
ing of individual cars. It is assumed 
that the granting of a preferential 
rate to the assured who has not had 
accidents and the imposition of a 
penalty rate on the assured who has 
had accidents will induce motorists 
to operate more safely and more care- 
fully. It is most commonly sug- 
gested that the man who has oper- 
ated for a year without accidents 
should be entitled to a rate at least 
10 per cent below the rate charged 
the man who has had accidents. 


It might not be inappropriate at 
this point to call attention to the fact 
that the insurance companies today 
apply individual merit rating to com- 
munities and to fleets involving at 
least ten automobiles. 


In the rating of communities, it 
has been found that because of the 
large exposure developed from most 
of the big cities, it is possible to 
measure accurately the hazard of au- 
tomobile operation in those cities. 
Because of their ability to establish 
the intrinsic hazard and eliminate the 
chance hazard, the companies have 
established rates for nearly all the 
large cities squarely on their individ- 
ual experience indications. 


In the case of fleets of ten or more 
automobiles, it is found possible to 
measure scientifically the departure 
of the hazard of the individual risk 
from the hazard of the classification 
in which it has been placed, and to 
recognize this departure by a credit 
from the Manual rate where the ex- 





perience is better than the average, 
and by a charge added to the Manual 
rate where the individual experience 
is worse than the average. 

Thus far the companies have been 
balked in applying merit rating, or 
more properly, experience rating, to 
individual risks because of the impos- 
sibility of distinguishing the inherent 
hazard of the individual as contrasted 
with the fortuitous happenings of the 
law of chance. The insurance com- 
panies’ statistics indicate that on pri- 
vate passenger cars, only one loss 
involving personal injury is expected 
in a twenty-year period. The occur- 
rence of that loss in any one year 
might indicate the undesirable char- 
acter of the individual risk, but it is 
more likely that it will merely denote 
the chance happening of the accident 
which the policyholder has insured 
against. 

a 


HE following particular difficu!- 

ties present themselves so far as 
public liability coverage is  con- 
cerned : 

1. Automobile rates are based on 
the experience of the past. The loss 
statistics indicate that a certain level 
of rates is required, and irrespective 
of any system of credits and penal- 
ties, the companies must derive a cer- 
tain premium income from all risks. 
The experience indicates that a pub- 
lic liability premium of about $30 
per car must be obtained on the aver- 
age throughout the country. If a 
discount of 10 per cent, let us say, 
is to be granted for all risks not hav- 
ing accidents in any one year, one of 
two courses must be adopted. 


(a) Increase the rate level over all by a 
percentage sufficiently high so as to 
permit the refund of 10 per cent of 
the premium on risks not having 
accidents. As the experience indi- 
cates, ninety-five out of every hun- 
dred assured do not have accidents 
in a year. The rate level would 
then have to be increased according 
to the following calculations: 

0 95% at $27 = $25.65 
5% at $30 = _ =—1.50 


100% = $27.15 
The base rate ($30) must wo ye 
be increased 10.5 per cent ($30 
$27.15), that is, to $33.15. This oil 
be the rate for assured who have 
had accidents ; for assured who have 
not had accidents, the rate will be 





$29.83. 

It will be apparent that the man 
now paying $30.00 for his insurance 
will upon renewal be entitled to a 
reduction of only $0.17 from his 
rate. 
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(b) Assess 
credits to the good risks, in the form 
of penalty charges on the bad risks. 
The penalty rate would then be es- 


the amount returned in 


tablished as follows: Ninety-five 
out of a hundred risks would pay 
$27 each, or a total of $2,565. Ex- 
perience indicates the necessity for 
$3,000 for the group of one hundred 
assured. The remaining five risks 
would have to pay an aggregate 
sum of $435, or a rate of $87 apiece. 
These are average conditions. 

In New York City, where the pres- 
ent average rate on a Ford car is 
$92, and where nineteen assured out 
of one hundred have accidents in the 
course of a year, the penalty rate 
established in the same fashion 
would be $131.22. In the rural parts 
of the South and Far West, where 
the rate on a Ford car is $10, and 
where two out of one hundred as- 
sured have accidents in the course 
of a year, the penalty rate would 
be $59, nearly six times the pres- 
ent average rate. In other words, 
the cost of insurance for those un- 
fortunate enough to have accidents 
would be absolutely prohibitive, and 
nearly all such policyholders would 
operate their cars without i insurance. 

2. As indicated above, statistics on 
claim frequency show that five out 
of every hundred assured have acci- 
dents in the course of a year; in other 
words, that an assured is expected to 
have one loss in twenty years. It is 
therefore not very much to his credit 
to have avoided that loss in any one 
year, nor very much to his discredit 
to have incurred it. An assured may 
run along for several years without 
accidents, and perhaps earn the credit 
which is advocated for him. After a 
time, however, he doubtless will have 
an accident, whereupon his rate will 
be increased and such an assured 
will naturally be indignant at being 
compelled to pay an advanced rate 
because he has met with the accident 
which he has insured against and 
which he is expected to have in the 
course of a twenty year period. 

3. Of the 5 per cent of assured 
who have accidents in the course of a 
year, only a minority are in fact un- 
desirable risks. Insurance companies 
will want to continue insurance at 
the average rate on most of the 5 per 
cent who have had accidents because 
those assured will be entirely desir- 
able and will in all likelihood operate 
for several years in the future with- 
out accidents. 

4. The plan of preferential and 
penalty rates will cause considerable 
friction between policyholders and 
insurance companies in regard to 
cases where the companies pay claims 
which the assured think ought not to 
be paid. Further, because of the very 
complexity of the elements attendant 
on the occurrence of any accident, 
there are bound to be many honest 
différences of opinion concerning the 
real causes and the blame for the ac- 
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cidents incurred, and in such cases 
many assured will feel that they have 
been unjustly dealt with in being 
compelled to pay a higher rate be- 
cause of the companies’ payment of 
doubtful claims. 

For example, the motorist is often 
blameless in the case of child acci- 
dents, but the insurance company 
pays nevertheless. 

5. The treatment of new car own- 
ers suggests special difficulties. Au- 
thorities differ in classifying new car 
owners as good drivers or bad driv- 
ers. Should a new car owner be writ- 
ten at the preferential rate or at the 
advanced rate? 

6. If an assured has two automo- 
biles (for example, a closed car and 
an open car) and an accident is 
caused by one, should the discount 
be denied in the case of the car caus- 
ing the accident and granted on the 
car which did not have the accident ? 
If so, we concede the theory that the 
car caused the accident and not the 
driver. 

7. It is doubtful if the proposed 
plan of preferential rating will really 
accomplish the purpose for which it 
is designed,—namely, reduce acci- 
dents. In the first place, the average 
public liability premium over the 
country is $30 a year. Can we assume 
that the average automobile driver 
will be more careful just to get a 
discount of approximately $3 per 
annum? In the second place, assured 
who happen to have had accidents 
are not necessarily careless drivers. 
As a matter of fact, the vast majority 
of automobile owners insured by the 
companies are high grade risks and 
the careless element is largely unin- 
sured. It is largely through the law 
of chance that five out of a hundred 
motorists happen to have accidents in 
a given year. In another year these 
five will doubtless operate without 
accidents and another five of the hun- 
dred will have accidents. The per- 
fectly desirable assured who have had 
accidents will hardly be flattered by 
being classified as careless operators. 








Texas Adopts Extended 
Coverage Endorsement 


THE EXTENDED COVERAGE EN- 
DORSEMENT, PROPOSED FOR NATION- 
wide use to replace the original form 
of the supplemental contract has been 
adopted in Texas effective March Ist, 
1938. The fire insurance division of 
the Board of Insurance Commission- 
ers has forwarded to companies and 
agents in Texas copies of the en- 
dorsement and of the rules and rates 
applicable thereto. 
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Regulations have also been issued 
by Fire Insurance Commissioner 
Marvin Hall governing cancellation 
of outstanding windstorm and gas or 
simple explosion insurance with a 
view to replacing it with the extend- 
ed coverage endorsement. Rates for 
the extended coverage endorsement 
are fixed separately for inland and 
sea property, and for dwellings, farm 
property and camp cottages, or fire- 
proof or semi-fireproof dwellings. 
The rules provide that where loss of 
rent or rental value is insured under 
the fire policy, loss of rent or rental 
value must be covered under the ex- 
tended coverage endorsement and an 
additional premium charged therefor 
at rates set out in the rules of the 
Board. 


Adjusters Name Committee 


To Confer With Bar 


ANY CONCLUSION AS TO THE RIGHT 
OF LAYMEN RATHER THAN LAWYERS 
to adjust claims must be reached 
upon the basis of the public interest, 
it was agreed by a committee repre- 
senting a majority of the nation’s 
claims and loss adjusters which or- 
ganized at a meeting in the Hotel 
Vanderbilt, New York City, on 
March 18. 

The meeting was in response to a 
request by the American Bar Asso- 
ciation’s committee on Unauthorized 
Practice of Law that such an organ- 
ization be formed in order to facil- 
itate further discussions on the sub- 
ject of whether adjusters are in- 
fringing upon the exclusive preroga- 
tives of attorneys. The request was 
prompted by a recent decision of the 
Circuit Court at Columbia, Mo., 
which held that a number of routine 
activities of claims adjusters con- 
stitute the practice of law. 

A conference between the lawyers’ 
and the adjusters’ committees is ex- 
pected to be held in Washington, D. 
C., in May, at which time the various 
activities of adjusters will be re- 
viewed in relation to the practice of 
law. Agreement as to the exclusive 
field of the lawyer, if reached, is 
expected to prevent a wave of litiga- 
tion. 

Organizations represented at the 
meeting were: American Mutual Al- 
liance; International Association of 
Insurance Counsel; National Board 
of Fire Underwriters ; Association of 
Casualty and Surety Executives ; In- 
ternational Claims Association; and 
the National Association of Inde- 
pendent Insurance Adjusters. 

Ambrose B. Kelly, of the Amer- 
ican Mutual Alliance, Chicago, was 








elected chairman of the newly- 


fo-med committee. 
e @ e 


Pennsylvania Ruling On 


Financed Car Coverage 

OWEN B. HUNT, INSURANCE COM- 
MISSIONER OF PENNSYLVANIA, HAS 
notified all fire and casualty insur- 
ance companies doing business in the 
state as follows: 

“Developments in the business of insur- 
ing motor vehicles under financing plans 
have made it necessary for this Depart- 
ment to rule as follows: 

“1, Where insurance is effected to cover 
a motor vehicle purchased under a lease 
agreement, conditional sale, or other financ- 
ing plan, the purchaser shall be furnished 
with the same form of insurance policy or 
certificate as is used to insure motor ve- 
hicles not purchased under such plan, and 
the obligation of the insurance company to 
the purchaser and the vendor or financing 
company shall be identical, excepting only 
as to the extent of liability, which shall be 
apportioned as their respective interests 
appear. 

“2. The premium stated in all such pol- 
icies or certificates shall be specially set 
forth as such in any statements of account 
and reported by insurance companies as 
premiums written in Pennsylvania. 

“3. So-called ‘flat premiums’ are pro- 
hibited. Any differential in rate or pre- 
miums charged as between financed and 
non-financed motor vehicles is discrimina- 
tory, and is therefore illegal. 

“4. The equity of the purchaser of a 
motor vehicle in any unearned or return 
premium or dividend on a policy or cer- 
tificate shali not be affected by reason of 
the purchase of the motor vehicle under a 
lease agreement, conditional sale or financ- 
ing plan. 

“5. All companies writing this form of 
insurance are required to file with this De- 
partment for approval, all policies, con- 
tracts, certificates, endorsements and appli- 
cation forms used in connection therewith.” 


Mich. Financial Responsibility 
Law Hits Drunken Drivers 


MOTORISTS IN THE STATE OF MICH- 
IGAN ARE BEING BROUGHT UNDER THE 
financial responsibility law at an in- 
creasing rate, according to records of 
the Department of State, which ad- 
ministers the law, but the majority 
against whom the law’s provisions 
are invoked are drunken drivers. The 
number of license suspensions for 
this cause during the first nine 
months of 1937 was 3852 compared 
with 3156 for all 1936 and 2539 for 
1935. 

Despite action of the 1937 legisla- 
ture in reducing from $300 to $150 
the amount of an unpaid judgment 
which can result in suspension of 
driving privileges or use of any car 
owned by such a defaulter, relatively 
few instances are being recorded in 
which this feature of the statute is 
being used. 
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An Increasing Interest in European Motor Laws Is Being Manifested by American Insurance 
Companies. 


Liability of Auto 


Insurers in Europe 


.BY ERNEST STIEFEL 


EL. BD, 


(Heidelberg) Lic. Dr. (Paris) Middle 


Temple Bar (London). 


[ABILITY of owners of motor 
F cars travelling in Europe under 

American licenses, is governed 
by the law of the country where the 
accident occurs. In this respect the 
principles of the conflict of laws gov- 
erning in European countries are not 
only identical as far as these coun- 
tries are concerned but also similar 
to the principles governing in the 
States: the lex loci delicti commissi 
invariably applies. American Insur- 
ance Companies may therefore be ad- 
versely affected by European Legis- 
lation and Case Law, relating to lia- 
bility arising out of accidents. Recent 
English and Continental Statutes 
considerably extended the remedies 
of the injured party. He may now 
directly proceed against the insurer. 
The decisions of the Courts in va- 
rious countries have applied this rem- 
edy as against insurers in their own 
country, and consequently, also 
against American insurance compa- 
nies, where American motor cars are 
involved. The characteristic feature 
of this innovation is that the injured 
party is put to election to bring an 
action either against the insurer, who 


is liable ex contractu under the policy 
to the insured and—by statute, ex 
lege—also liable to the injured party. 
This direct remedy against the in- 
surer is by no means dependent upon 
bankruptcy of the insured nor does 
it depend upon unsatisfactory execu- 
tion of the judgment given against 
him. It is rather a new cause of ac- 
tion conferred upon the injured 
party, the contents of which are de- 
termined by the cause of action 
vested in the insured himself. Under 
these circumstances European Courts 
may award damages to the injured 
party and at the same instance give 
judgment against American insur- 
ance companies. It is therefore of 
the utmost importance to know in 
what countries and under what con- 
ditions this remedy (‘‘action directe’’) 
is given or not. 

Austria—Until 1937 the injured 
party had no right against the in- 
surer but only the insurance money 
was by way of tacit pledge ipso iure 
charged in favor of the injured party. 
(Sec. 127 Priv. Ins. Act 1918.) A 
further step (a garnishee order) was 
necessary in order to create a direct 
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nexus between insurer and injured 
party. Since the act of 1937, which 
came into force May 1, Austria 
ranges among those countries which 
recognize a new and independent 
cause of action against the insurer 
vested to the injured party. The 
cause of action, though given only 
within the limits of the policy, can- 
not be defeated by contractual for- 
feitures or defenses in cases of 
breach of contract. Exceptions and 
exclusions of the risk or statutory 
forfeitures invalidate the injured’s 
rights to the same extent as the in- 
sured’s rights under the policy. 

Belgium — No direct remedy 
against the insurer. At common law 
the third party, as a creditor of the 
insured, may proceed against the in- 
surer thus exercising the rights of 
his debtor. The proceeds of such an 
action cannot be claimed by the third 
party alone, but are apportioned be- 
tween all creditors of the insured. 
(Supreme Court Bruxelles, June 6, 
1935: Rev. gen. ass. resp. 1935, 
1930.) 

Denmark—As a rule, no direct 
remedy against the insurer, though 
compulsory automobile insurance has 
been introduced by Sec. 39 of the 
Automobile Act, July 1, 1917. By 
leave of the Court, however, the 
insurer may be joined as a third 
party. If the insurer enters an ap- 
pearance, his liability will be deter- 
mined at the hearing of the plain- 
tiff’s claim. If he does not enter an 
appearance, he cannot dispute the 
claim after a settlement or a judg- 
ment has been given between the 
original parties. 

Germany—No direct remedy 
against the insurer. It is only in the 
case of bankruptcy of the insured 
that the party has a preferential right 
to be indemnified out of the insurance 
money due to the bankrupt. (Sec. 
157 Priv. Ins. Act.) Even in the 
latter case, there is no direct remedy 
for any preferential payment, unless 
the insurer’s liability is settled by a 
judicial proceeding brought against 
the trustee in bankruptcy. (App. 
Court Celle May 26, 1933: JRPV 
1933, 354.) 

Great Britain — No direct remedy 
according to Sec. 11 of the Road 
Traffic Act 1934. As in the case of 
Germany, the bankruptcy of the in- 
sured shall not affect certain claims 
by third parties and according to the 
third parties (Right against Insurers, 
Act 1930) a general system of sta- 
tutory subrogation in the event of in- 
solvency has been introduced. The 
effect is that the rights of the in- 
sured against his insurer are trans- 
mitted to and vested in the third 
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party and the insurer thereupon be- 
comes directly liable to the third 
party. 

Finland — Compulsory compensa- 
tion insurance introduced by the Act 
of 1925, April 28, without direct 
rights of the injured person against 
the insurer. The insurer, however, 
has the right—he is under no obliga- 
tion—to become a party to proceed- 
ings between tort-feasor and injured 
(Sec. 14). 

France—No compulsory automo- 
bile insurance, but a statutory right 
of the injured person against the lia- 
bility insurance is firmly established 
(Sec. 53 of the Private Ins. Act, 
1930). This section gives a new 
cause of action to the third party 
independent of and different from 
the contractual cause of action of 
the tort-feasor. The cause of action 
is based on statute, not on contract 
nor on subrogation, and is to some 
extent more extensive than the in- 
sured’s cause of action. For the in- 
sure@s right cannot be defeated by 
any exception, or estoppel arising 
after the accident and notwithstand- 
ing that such defenses remain wholly 
effective as against the insured. 

In a recent important case, the 
French High Court (Cour de Cassa- 
tion Paris Feb. 2, 1936, The Ocean 
Accident and Guarantee Corp. Ltd. 
v. Dewinter) held that the foreign 
as well as French companies are ab- 
solutely liable under the French lia- 
bility and insurance rules. This ap- 
plies when the accident happened in 
France. The action purports to pro- 
tect the third party against insol- 
vency of tort-feasors; the underly- 
ing idea is one of a public policy. 

Holland—No direct remedy. 

Italy—No direct remedy. Recent 
judicial decisions, however, gave the 
injured person rights in equity 
against the insurer, if the insured is 
insolvent or bankrupt. (Supreme 
Court Roma, Feb. 21, 1934: Assic 
1934, II, 177). This doctrine which 
is disputed by a number of lawyers, 
amounts to this: The injured person 
is subrogated to the insured to tort- 
feasor’s rights against the insurer in 
the case of insolvency, a veritable 
subrogation measured by all reason- 
able provisions of the contract, but 
freed from the condition of prepay- 
ment. 

Luxembourg — like France; com- 
pulsory automobile insurance is in- 
troduced by the Act of 1932, June 10. 

Norway—Direct remedy: The in- 
surance guaranty certificate must 


(inter alia) contain a formal under- 
taking by the insurer that the third 
party may directly proceed against 
him or claim the guaranty deposited 
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by the insured and that irrespective 
of the fact whether the tort-feasor is 
able to fulfill his obligations or not. 
(Sec. 11, Automobile Act 1926, Feb. 
20.) 

Sweden—Direct right of action 
against the insurer according to Sec. 
3 of the Automobile Ins. Act 1929, 
May 10. 

Switzerland—There is a clear right 
of direct action against the insurer. 
The automobile insurance confers 
upon the injured a right of direct 
action against the insurance within 
the limits of the amount covered by 
the policy (Sec. 49 of the Federal 
Automobile Act 1932, March 15). 
The Swiss Supreme Court (Sept. 
13 1935: Swiss Fed. Rep. 60, 2, 202) 
ruled that this remedy is available 
against any foreign insurance compa- 
nies even in the case that their home 
law and the law by which the contract 
is governed, do not allow the direct 
action. The underlying idea of this 
decision is the argument of public 
policy; the Swiss judges conside1 
the direct remedy as being instituted 
in the interests of the whole Swiss 
community and the public wealth. 

Spain—Direct right of action ac- 
cepted by the Spanish High Court in 
the case of 1932, Nov. 4 (C. L. No. 
3 p. 206). 

Czechoslovakia—Same legal status 
as in Austria before 1937: no direct 
right of action, but tacit hypothec 
over the insurance money on behalf 
of the insured. Compulsory com- 
pensation insurance is introduced by 
the Automobile Act 1935, March 26. 
If the insured becomes insolvent the 
insured may ask for compensation 
out of the official “funds for com- 
pensation in case of accidents.” He 
stands however in no legal relation- 
ship to the insurer. 











Financed Car Cover Ruling In 
New Hampshire 


NEW HAMPSHIRE HAS JOINED THE 
GROWING LIST OF STATES WHICH 
have issued rulings assuring the giv- 
ing of complete insurance informa- 
tion to purchasers of automobiles on 
the installment basis. Insurance Com- 
missioner Arthur J. Rouillard’s rul- 
ing which was effective as of March 
Ist is in conformity with the resolu- 
tion adopted on the subject by the 
National Association of Insurance 
Commissioners at their winter meet- 
ing last December. The ruling fol- 
lows in full: 

“It has come to the attention of this 
department that purchasers of automo- 
biles on a conditional bill of sale through 


financing companies have not always been 
fully advised as to the insurance coverage 








on their cars and in some cases may have 
been discriminated against because of the 
metkod by which such coverage was writ- 
ten. 

“It is, therefore, ruled by this depart- 


ment that: 

“1, When an-automobile is insured for 
the benefit of the purchaser under a financ- 
ing plan, he shall either be given posses- 
sion of a policy or certificate or if a master 
policy is used to cover the automobiles sold 
through a common vendor or financing 
company, he shall likewise be given a cer- 
tificate. In either event, such certificates 
shall contain a clear and accurate state- 
ment of the premium paid for the insur- 
ance, the policy period and a statement 
indicating in nontechnical terms the cover- 
age given. Each certificate must be signed 
by a New Hampshire resident agent. 

“2. The rate of premium charged for 
insurance coverage must not be a flat rate 
without regard for the value or size of 
the car. 

“3. The department will insist that the 
purchaser of an automobile through a 
financing company is entitled to the same 
rights as his interest may appear in the 
unearned premiums on the cancellation 
of a joint interest policy as he would 
have under his contract if no financing 
company were involved. 

“4. In connection with mutual fire in- 
surance companies, if a dividend is paid by 
the company, the purchaser shall be en- 
titled to participate in the dividends as 
his interest may appear.” 


Central Manufacturers Plan 
School for Agents 


PLANS FOR AN INSURANCE SCHOOL 
UNDER THE DIRECTION OF A QUALI- 
fied insurance teacher for agents of 
the company were announced at a 
recent meeting of field men of the 
Central Manufacturers Mutual In- 
surance Company held at the Home 
Office in Van Wert, Ohio. The con- 
ference was attended by nineteen 
special representatives and five 
branch office managers. 1937 records 
were examined and quotas and plans 
for 1938 perfected. 

Speakers at the meeting included: 
C. M. Purmort, President; L. G. 
Purmort, Secretary-Treasurer ; C. C. 
Jennings, Baltimore, Maryland, 
President of the National Associa- 
tion of Mutual Insurance Agents; 
S. Y. Edgerton of the Curtis Pub- 
lishing Company; Ralph Lipstreu, 
First Bancredit Corporation; How- 
ard Swink of the Howard Swink Ad- 
vertising Agency, Marion, Ohio; and 
W. B. Taylor of the Dictaphone 
Company. 

Two days were given over to con- 
ferences with the Department Heads 
and one day to a round table dis- 
cussion. 





JOURNAL of AMERICAN INSURANCE 
A Monthly Magazine 
Containing News and Timely Articles on 
Topics of Live Interest to the Insurance 
World Everywhere 
SUBSCRIPTIONS $2.50 PER YEAR 














ve 
he 
it- 


the 


ion 
yuld 
ing 


in- 


ALI- 
; of 
it a 
the 
In- 
ome 
con- 
teen 
five 
ords 
ylans 


ded: 
. G. 
oo 
land, 
ocia- 
ents ; 
Pub- 
treu, 
tow- 
- Ad- 
- and 


, 


hone 


con- 
[eads 


. dis- 


iCE 


on 
nce 
R 





Conflict in Canada 
(Continued from page 18) 
Dominion be amended in the interests of 
the insuring public; 


“3. one return should be made to a central 
authority in such form that all information 
required for licensing, registration and 
taxation would be therein included, whether 
such information be required by the In- 
surance Act or the Corporation Taxation 
Act or any other Act, and that this return 
should be filed not later than March 30th 
in each year, covering operations during 
the preceding 12 months ending December 
31st; 


“4, all taxes should be paid to one central 
authority and by its allocated, if desirable, 
to other governments or bodies, in such 
manner and in such proportions as may be 
mutually agreed upon; 


“NOTE: (This procedure has already 
been adopted in the case of the Income Tax 
in some of the Provinces.) and 


“5. the central authority, by which all in- 
surers would be licensed (as suggested in 
paragraph No. 1 of these five recommenda- 
tions) should issue an annual report cover- 
ing the operations of each insurer.” 


ROBABLY those who favor the 

status quo or who would prefer to 
see an increase in Provincial rather 
than Dominion authority will also 
amply present their case, and if so, it 
will undoubtedly make equally inter- 
esting reading. One province has al- 
ready presented a submission. To the 
student of political economy or insur- 
ance, the controversy or movement, 
whichever it may be termed, is in- 
tensely interesting, but to the insur- 
ance man it is far from an academic 
subject. It obviously vitally affects 
his business in a practical way and to 
him it is not merely a conflict of 
theory. It is evident that this is fully 
perceived by the insurance business 
of Canada since its memoranda in 
context and exhibits treat the matter 
with characteristic thoroughness and 
clarity. 








Boners 


WE ARE INDEBTED TO THE INSUR- 
ANCE ADVOCATE FOR THE FOLLOWING 
actual answers given by students to 
questions in a brokers’ qualification 
course examination. 


A moral hazard is when a janitor does 
not clean the cellar. 

Covers the personal effects of the in- 
sured except false limbs. 

A personal effects policy covers the in- 
sured, his wife and her husband, against 
any unmarried children. 

Supplemental cover permits a man to 
have power from electricity, light and heat. 

Moral hazard is a building not making 
money, 

The sprinkler leakage policy pays for 
any merchandise that escapes the fire 
when a sprinkler opens. 

Moral hazard is “Don’t give a damn” 
attitude, 
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Consequential damage is what the fire- 
men do. 

Physical hazard is a fault in the bodily 
make-up of a thing, like a store with a 
broken window. 

Personal effects policy covers trunks 
accompanied or unaccompanied by the 
owner. 

The railroad is liable for all losses that 
result in Acts of God 

Personal effects policy does not cover 
household furnishings if they are taken 
for a vacation or tour. 

Sprinkler leakage policy covers sprin- 
klers leaking. 

A personal effects policy covers the per- 
sonal owner of the effects. 

Sprinkler leakage policy covers smoke 
damage caused by water or gas. 

A life insurance policy is figured so that 
those who die first are the luckiest and 
pay the least. 

Those who die first get the most. 

A personal effects policy covers the as- 
sured and his entire family from almost 
all risks except war and infidelity. A rider 
will also cover any friend. 

A personal effects policy takes an extra 
premium to cover a mother-in-law. 








Storage of Gasoline 


(Continued from page 12) 


away from such equipment even when in 
an apparently normal operation, because 
there is always the chance that a fire may 
be caused by an overheated or faulty 
muffler, hot or burning carbon deposits, 
and faulty ignition. It is dangerous, there- 
fore, to house or use internal-combustion 
engines or automotive equipment so driven, 
in barns and granaries. 

Do not start automobile or other gasoline 
engines in a closed garage or other build- 
ing. (This precaution does not apply to 
engines equipped with a fixed exhaust to 
the outside of the building.) In starting 
such engines it frequently happens that the 
mixture is too rich. As_a_ consequence, 
deadly carbon monoxide (CO) is given off. 
This gas in very small quantities is fatal 
to human life. Furthermore, the fact that 
it is odorless and colorless and cannot be 
detected by the sense of smell and the 
sense of sight makes it doubly dangerous. 

Cleaning automobiles, tractors, and sta- 
tionary engines with gasoline is dangerous, 
The vapor produced presents an explosion 
hazard, the source of ignition readily being 
supplied by an open flame, a lighted cigar 
or cigarette, static electricity, the ignition 
system of the engine, or sparks caused by 
striking two pieces of metal together. 


The pamphlet entitled “Safe Use 
and Storage of Gasoline and Kero- 
sene on the Farm” is a United States 
Department of Agriculture release 
known as Farmers Bulletin No. 1678. 
It is issued by the Bureaus of Chem- 
istry and Soils, Agricultural En- 
gineering, and Agricultural Econom- 
ics, in cooperation with the National 
Fire Protection Association. The ma- 
terial was prepared by Harry E. 
Roeche, Senior Engineer of the 
Chemical Engineering Research Di- 
vision, Bureau of Chemistry and 
Soils, and Chairman of the Sub-Com- 
mittee of the Farm Fire Protection 
Committee on the Handling and Stor- 
age of Gasoline and Kerosene. 
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Editorial 
(Continued from page 6) 

The Montgomery Advocate then 
goes on to discuss the 20% rate in- 
crease that was promulgated on pub- 
lic liability insurance in the City of 
Birmingham simultaneously with the 
Safe Driver Reward Plan, and calls 
attention to the fact that the Super- 
intendent of Insurance was delving 
into the propriety of such increase. 
Evidently there followed a confer- 
ence which resulted in an agreement, 
for the National Underwriter in its 
issue of March 3 states: “Alabama 
O.K.’s Merit Rate and Gets Rate 
Concession.” This may be interpreted 
by some as indicating that either the 
experience on which the Bureau 
based its 20% increase was not re- 
liable, or the increase in rates was 
traded off for the approval of the 
Reward Plan. 

If the experience was not reliable, 
then confidence in the making of 
automobile rates is impaired. On the 
other hand, if the experience is ‘re- 
liable, the question naturally arises 
who is going to make up the 20% 
increase — the policyholders of the 
State of Alabama when the rates are 
recast next year, or are the rates in 
other states sufficiently redundant to 
take up the slack. 

Again, in Pennsylvania where 
Commissioner Hunt prohibited pro- 
mulgation of the plan when it was 
first introduced, a legitimate increase 
in rates seems to have been aban- 
doned in a desire to secure a recog- 
nition of the Reward Plan. It hardly 
seems possible that automobile rate- 
making and the experience used can 
be so flexible as to require a 4.8 in- 
crease in the rates in conjunction 
with the inauguration of a 15% Re- 
ward Plan on February 1, and forty- 
five days later the increase will be 
found unnecessary. 

Trades of this kind, while tem- 
porarily advantageous cannot be per- 
manently beneficial. The states in 
which the plan has been put into 
effect which have had rate increases 
or which because of the 4.8% load- 
ing have not had the decreases in 
rate level to which they were entitled 
will naturally concern themselves 
with what appears to be a discrimina- 
tion against their policyholders in 
favor of:policyholders in New York, 
Pennsylvania and Alabama, and pos- 
sibly other states which receive spe- 
cial treatment. Confidence in the in- 
tegrity of rate making must be main- 
tained if chaotic conditions are to be 
avoided. 

The plan seems to have been hav- 
ing tough sledding in the regulated 

(Continued on page 25) 
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WISCONSIN ADOPTS PHYSICAL 
EXAMINATION PROGRAM 


LONG step towards the solu- 

tion of the problem of physi- 

cal examinations in industry 
was made when the Industrial Com- 
mission of Wisconsin issued a dec- 
laration of principles concerning such 
examinations. The ruling of the 
Commission was announced after a 
conference between representatives 
of the employers and the employees 
with the Commission, at which the 
advantages and disadvantages of such 
examinations in both groups were 
fully considered. 


One of the stumbling blocks to the 
adoption of a wide-spread program 
of physical examinations in indus- 
tries where such examinations are 
necessary because of occupational 
disease hazards, has been the steady 
opposition of the labor unions to 
physical examinations. The Union’s 
position has been based on their be- 
lief that such examinations have 
sometimes been used as an excuse for 
the discharge of employees regarded 
as undesirable for other reasons, and 
because of their belief that the cost 
of such an examination program has 
often been placed upon the em- 
ployees. At the same time it has been 
generally conceded that physical ex- 
aminations are necessary for the pro- 
tection of the health of the employees 
in those trades and industrial classi- 
fications where occupational disease 
hazards are present. If the proposed 
Wisconsin program is satisfactory to 
both employers and employees, it 
may ultimately be adopted in other 
sections of the country and make it 
possible to put into effect a sound 
medical program for the better con- 
trol of occupational disease hazards. 


The statement released by the In- 
dustrial Commission of Wisconsin at 
the close of the Conference follows: 


HE conservation of public health 

has long been recognized as an 
obligation of both central and local 
governments. The destiny of indi- 
vidual health is controlled and super- 
vised from before birth to after 
death. In many jurisdictions a pre- 
requisite to the issuance of a mar- 
riage certificate is a compulsory phys- 
ical examination and in all states 
strictly enforced laws regulate the 
preparation for and burial of bodies. 


Physical examination of members 
of the army and navy, of firemen 
and policemen and similar public of- 


ficials has been recognized to be in 
the interest of public welfare. In 
certain employments where the safe- 
ty of the public is at stake, as in the 
operation of railroads and airplaines, 
the governmental authorities in 
charge have required stringent stand- 
ards of health and physical fitness 
determined by rigid pre-employment 
and periodical physical examinations. 

The safety of employees in indus- 
try has for many years past been of 
great concern to governmental labor 
bodies. Laws prescribing standards 
of safety are universally in existence. 


More recently with the advent of 
statutes compensating employees in 
industry for occupational diseases, 
laws and regulations affecting ven- 
tilation, sanitation, lighting and so 
forth have been promulgated. 

Engineering methods for control- 
ling and safeguarding the health and 
welfare of workers in industry are 
made possible only in their adoption 
and enforcement by equally effective 
and enforceable methods of medical 
control. 


With mass employment as it exists 
in industry today; where the safety 
of many employees is frequently en- 
trusted into the hands of one or two 
employees ; with new processes being 
developed daily requiring contact 
with dust fumes and gases, many of 
which constitute a serious health haz- 
ard, workers are entitled to the 
knowledge that their safety is not 
jeopardized by physical ill health or 
impairment of fellow employees; 
they are also entitled to the assur- 
ance that diseases communicable in 
themselves or in combination with 
industrial dusts or poisons, are not 
permitted to gain access or progress 
in places of employment. 

With the adoption of compensa- 
tion legislation for industrial acci- 
dents and diseases the Wisconsin leg- 
islature recognized the need of such 
medical control. The legislature also 
recognized that any plan of medical 
control must be designed upon the 
sole background of public welfare. 

Section 205.08 (3) of the Wiscon- 
sin statutes provides the following: 
“Any employer who shall apply or 
promote any oppressive plan of phys- 
ical examination and rejection of 
employes or applicants for employ- 
ment shall forfeit the right to the 
advantages of experience rating. If 
the industrial commission shall find 
that grounds exist for such forfeiture 





it shall file with the commissioner of 
insurance a certified copy of its find- 
ings, and such filing shall automat- 
ically suspend any experience rating 
credit which may accrue to such em- 
ployer. Such determination shall be 
made in the same manner and shall 
be subject to court review as pre- 
scribed in sections 101.13 to 101.27 
so far as such sections are applicable. 
Restoration of any employer to the 
advantages to experience rating shall 
be by like procedure.” 

Section 102.565 (1) of the Wis- 
consin statutes (Compensation Law) 
reads as follows: “(1) When an em- 
ploye working subject to this chapter 
is, because he has a non-disabling 
silicosis, discharged from employ- 
ment in which he is engaged, or after 
an examination of an employe as 
provided in subsection (2) and a 
finding by the commission that it is 
inadvisable for the employe to con- 
tinue in his employment, such em- 
ploye terminates his employment and 
suffers wage loss by reason of such 
discharge or such termination of em- 
ployment, the commission may allow 
such compensation on account there- 
of as it may deem just, not exceeding 
thirty-five hundred dollars. In case 
of such discharge, prior to a finding 
by the industrial commission that it 
is inadvisable for him to continue in 
such employment, the liability of the 
employer who shall so discharge his 
employe shall be primary, and the 
liability of the insurance carrier shall 
be secondary under the same pro- 
cedure and to the same effect as pro- 
vided by section 102.62.” 

Section 102.31 (7) (8) of the 
statutes (Compensation Law) reads 
as follows: “(7) If any corporation 
licensed to transact the business of 
workmen’s compensation insurance 
shall encourage, persuade or attempt 
to influence any employer, arbitrarily 
or unreasonably to refuse employ- 
ment to or to discharge employes, 
the commissioner of insurance may, 
upon complaint of the industrial 
commission, under procedure set out 
in subsection (6) of section 102.31, 
revoke the license of such corpora- 
tion. (8) If any employer who has 
by the industrial commission been 
granted exemption from the carry- 
ing of compensation insurance shall 
arbitrarily or unreasonably refuse 
employment to or shall discharge 
employes because of a nondisabling 
physical condition, the industrial 
commission shall revoke the exemp- 
tion of such employer.” 


O CARRY out to the fullest ex- 
tent the beneficent purposes the 
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framers of the compensation law had 
in mind, namely the reduction in 
time lost and physical impairment 
and death due to industrial accidents 
and diseases, and to fully safeguard 
the public interests and the welfare 
of workers as contemplated by the 
legislature in the establishment of a 
plan of medical control through phys- 
ical examinations, the Industrial 
Commission of Wisconsin proposes 
the following standards of procedure 
and practise as a statement of prin- 
ciples concerning physical examina- 
tions in Wisconsin industry : 


1. The scope of all pre-employment and 
periodic physical examination of workers 
in Wisconsin industry shall be suggested by 
the Department of Hygiene of the State 
Board of Health, and submitted for action 
by the committee and the commission. 

(It is the thought that such a program 
will be developed through conferences with 
representatives of the Wisconsin State 
Medical Society and the State of Wiscon- 
sin General Hospital Staff.) 

2. All physical examinations are to be 
made by physicians selected by the em- 
ployer. 

(In the event of a possible grievance on 
the part of the examined employee, the in- 
dustrial commission will on proper com- 
plaint in writing by the aggrieved em- 
ployee or his representative, cause an in- 
vestigation to be made and if the griev- 
ance is found to be justified the employer 
shall cause all further examinations of 
such employee to be made by another 
physician, 

3. All examinations are to be paid for in 
full by the employer. : 

4. All time lost occasioned by such ex- 
aminations is to be assumed in full by the 
employer. 


rd 


5. All transportation expenses occa- 
sioned by such examinations are to be 
assumed in full by the employer. 

6. All pre-employment examinations 
should be made prior to employment if 
possible. However, if because of uncer- 
tainty as to qualifications other than physi- 
cal fitness a period of test employment is 
deemed advisable by the employer, such 
pre-employment examination may be de- 
layed for a period not in excess of thirty 
days. 

7. All periodic re-examinations shall be 
made at the approximate time indicated by 
the examining physician at the time of the 
previous examination. 








Farm Mutual Problem 


(Continued from page 16) 
VER-INSURANCE is bad in 


connection with all classes of 
property. It is particularly bad in 
the case of farm property by reason 
of the greater temptation, occasioned 
by the greater opportunity of the 
farmer to take advantage of exces- 
Sive insurance. The farm mutuals on 
the whole have established an envi- 
able record. They would further im- 
prove this record if all companies in 
the group could be induced to adopt 
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the careful and conservative appraisal 
and insurance standards and the 
special periodic inspection programs, 
adhered to by the leaders among 
them. 


(To be continued in an early issue) 











Consequential Losses 
(Continued from page 14) 


It must be evident from this tabu- 
lation that the insurance of conse- 
quential losses from fire is a field in 
which considerable exploratory work 
has been done. It is nevertheless rel- 
atively undeveloped. Many, perhaps 
most, business men have given little 
thought to hazards of consequential 
loss, and are unfamiliar with avail- 
ability of insurance to cover it. Few 
representatives of insurers have com- 
prehensive knowledge of the con- 
tracts and rating methods. 


Insurers, while eager for increased 
income, are extremely careful in their 
underwriting of these forms. They 
involve a considerable moral hazard, 
both because of the possible reward 
they offer to the insured who might 
seek income through insurance, and 
because of the difficulty of ascertain- 
ing the precise loss which has oc- 
curred. What profits would have 
been made during a period of shut- 
down cannot be satisfactorily settled 
except between reasonable men seek- 
ing an honest answer. Even between 
such men there is a considerable pos- 
sible range of opinion. If settlement 
is attempted with an insured whose 
records are inadequate or who is bent 
on making the loss an occasion for 
improving his financial position, the 
insurer will find it difficult to build 
up an effective defense. Similar diffi- 
culties are inherent in the questions 
of what constitutes equivalent quar- 
ters if a rental-value loss is in dispute, 
what additional expenses are neces- 
sary in order to maintain service to 
customers of a laundry, what men 
must be kept on the payroll during 
cessation of operations. 


ATING is another troublesome 

problem in many of these lines. 
Experience is not broad, nor are the 
factors which may affect a loss al- 
ways evident in advance to the un- 
derwriter. Much of the process of 
rating is even more a matter of judg- 
ment and rule-of-thumb than that 
ordinarily applied to fire insurance 
risks. 

The result is that consequential 
loss insurance has progressed slowly 
and tentatively. Insureds, where they 
have considered such insurance, have 
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hesitated to pay the extra premiums 
and have often questioned the ap- 
plicability of the conventional forms 
to their businesses. But progress has 
been made, particularly in use and 
occupancy insurance, which has 
passed through several stages, each 
a notable improvement on the pre- 
ceding one. 

An ideal fire cover would be one 
which promised payment of any loss 
from fire, regardless of its nature, the 
rate being fixed in accordance with 
the total hazard of the insured’s busi- 
ness, after a careful survey. But the 
ideal is probably to remain only a 
goal, a guide to the improvement of 
individual forms and their combina- 
tion in reasonably complete programs 
of protection. 








Editorial 


(Continued from page 23) 
states, judging by what is going on. 
In the face of the fact that the op- 
position to the plan has come from 
the stock companies and stock com- 
pany agents, the statement credited 
to the Bureau carriers that those 
states which have disapproved the 
plan are dominated by the outside 
carriers is more than a little amus- 
ing. Such a charge naturally carries 
with it the implication that the situa- 
tion is reversed in those jurisdictions 
where the plan is approved. 

At the present time a half dozen 
different proposals have been filed by 
the stock companies in the state of 
New York, all claiming the right to 
approval. The situation there (and 
this is true elsewhere) is resolving 
itself into a wide open competitive 
battle, the question of safety on the 
highways having been shoved into 
the background. 

Whether this is a good thing de- 
pends upon the point of view. We 
believe such a situation was bound 
to come. We bélieve, too, that out 
of it will arise a better rate structure 
and more stringent rate regulations 
although in the meantime there may 
be a number of casualties. 

The mutual companies have acted 
wisely in not opposing and in their 
refusal to adopt the plan. They will 
do well in acting upon the conclusion 
which they reached quite some time 
ago that the classification system in 


. automobile rate making is outworn 


and needs recasting in its entirety. 
Their work of reconstruction in this 
direction continues. 
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Safe Driver Reward Plan 
Rejected In Oklahoma 


ONE OF THE FIRST RATE-REGULATED 
STATES TO CONSIDER THE SAFE DRIVER 
Reward Plan was the State of Okla- 
homa. The State Insurance Board 
heard both sides at a public hearing 
in Oklahoma City on March Ist. 
Those attending, with but few ex- 
ceptions, were engaged in the insur- 
ance business, chiefly agents and rep- 
resentatives of stock companies. 

The mutual companies took no 
part in the hearing, their representa- 
tive having telegraphed the Board as 
follows: “Understand Oklahoma In- 
surance Board is to hold hearing 
next Monday on Safe Driver Re- 
ward Plan which is part of new auto- 
mobile rate filings National Bureau 
Casualty and Surety Underwriters. 
The Mutual Casualty Rating Bureau 
which serves our companies has like- 
wise filed new set of rates but with- 
out so-called Reward Plan and there- 
fore without loading of four point 
eight percent in rates which is part 
of Plan. We do not oppose approval 
of Plan for use by companies which 
have filed it. If there is disposition 
to impose plan upon carriers which 
have not filed it we shall strongly 
oppose its application to our com- 
panies. In event such action on part 
your Board is suggested we respect- 
fully request a hearing on that ques- 
tion. We shall appreciate your ap- 
proval of our rates as filed.” 

Although the rate filings which 
have been made by the Mutual Cas- 
ualty Insurance Rating Bureau on 
behalf of the mutual companies and 
the National Bureau of Casualty & 
Surety Underwriters on behalf of 
the stock companies were not the 
subject of the hearing, the Board 
concluded after considering the Safe 
Driver Reward Plan not only that the 
Plan could not be approved, but that 
the rate filings should be rejected. 
The Board directed both rating or- 
ganizations to submit new filings re- 
ducing the rate level approximately 
10% below that in effect in the state 
at the time. 


The disapproval of the Safe Driver 
Reward Plan is contained in the fol- 
lowing Order unanimously supported 
by the three members of the Board. 


“The State Insurance Board hereby dis- 
approves the filing of the Safe Drivers Re- 
ward plan in the State of Oklahoma. The 
Board further disapproves all filings relat- 
ing to private passenger cars and the Bu- 
reaus referred to are hereby directed to 
make a filing which will reflect an average 
reduction of not less than 10 per cent below 
the rates now in effect, applicable from the 
experience to the four territories in Okla- 
homa. 
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“The State Insurance Board further re- 
scinds its action of February 9, 1938, as to 
that portion approving the commercial 
filing on Class 4, light, remainder of State 
territory and hereby approves a rate of 
$32.00 for bodily injury for use of all com- 
panies. 

“The State Insurance Board further de- 
clined the filing of the Bureaus referred to 
as to garage liability and requests a filing 
of not less than 10 per cent reduction over 
those presented. 


“The above filings are to be made to the 
Oklahoma State Insurance Board on or be- 
fore March 14, 1938. 


“The State Insurance Board is of the 
opinion these reductions are in order be- 
cause of the 1937 financial statements which 
have been received indicating a good ex- 
perience in Oklahoma on these lines, and is 
further of the opinion that the Department 
of Public Safety should be projected as a 
rate making factor.” 


The Safe Driver Reward Plan al- 
so received the attention of the At- 
torney General, whose opinion re- 
specting it follows: 

Dear Sir: 


The Attorney General acknowledges re- 
ceipt of your letter dated February 10, 1938, 
wherein you ask: 

“We attach hereto a filing known as ‘Au- 
tomobile Safe Drivers Reward Plan,’ as 
filed with the State Insurance Board by a 
group of Stock Casualty Insurance Compa- 
nies writing automobile PL and PD insur- 
ance in Oklahoma. 

“This plan proposes to pay back to the 
insureds of this State who hold this type 
of policy 15% provided such insured has 
been free of claims for the terms of the 
policy contract. 

“We respectfully request the Attorney 
General’s opinion as to whether such plan 
or filing would be in conflict with (1) 

“Section 10540 Oklahoma Statutes 1931 

—DISCRIMINATION IN RATES 

PROHIBITED 


(2) 

“Section 10551, Oklahoma Statutes 1931 
—UNFAIR METHODS—REBATES.” 

Section 10540, referred to by you, is as 
follows: 


“That no fire, tornado and plate glass 
insurance company or Jegal liability insur- 
ance company shall directly or indirectly, 
by any special rate, tariff, rebate, or other 
different charge, collect or receive from 
any person or persons a greater or less or 
different compensation for the insurance of 
any property located, or such liability in 
this state than it charges, demands, col- 
lects or receives from any other person or 
persons for like insurance for risk of a 
like kind and hazard under similar circum- 
stances and conditions in this state; and 
any fire, tornado and plate glass insurance 
company or legal liability insurance com- 
pany violating the provisions of this Act 
shall be deemed guilty of unjust discrim- 
ination, which is hereby declared to be 
unlawful.” 

In reply to your first question you are 
advised that under the plan of automobile 
public liability and property damage in- 
surance mentioned by you a rebate will be 
paid to insureds, whether the same have 
an automobile accident or otherwise during 
the policy year, who do not file a claim for 
damages, which rebate will be denied to 
insureds who have purchased for identical 
initial annual premiums 

“Like insurance for a risk of a like kind 

and hazard under similar circumstances 

and conditions” 





but who have an accident during said pol- 
icy year, either by reason of their own 
fault or otherwise, and who file a claim for 
damages therefor. Such a rebate, in our 
opinion, is prohibited by Section 10540, 
supra. 

Inasmuch as we have held, as aforesaid, 
that a rebate such as is mentioned in your 
letter violates Section 10540, supra, it is 
unnecessary to pass on the question as to 
whether or not such a rebate also violates 
Section 10551, referred to by you. 


““What Helps Business Helps 
You’’ Program 


ON THE FACING PAGE APPEARS AN 
ADVERTISEMENT WHICH IS ONE OF A 
series now being run by the United 
States Chamber of Commerce in its 
campaign to promote a better under- 
standing of business and business or- 
ganizations. 

The program captioned ‘What 
Helps Business Helps You!” was 
inaugurated in October of last year. 
It includes a series of advertise- 
ments now appearing in the Saturday 
Evening Post and in the Chamber’s 
own publication Nation’s Business, 
the purpose of which is to sell Amer- 
ican business policies and practices 
to the American public. 

In addition to the magazine adver- 
tising 12,147 outdoor boards covering 
all cities of over 5000 population, are 
carrying the Chamber’s messages. 

Posters for use on bulletin boards, 
enclosures for letters, pamphlets ex- 
panding on the subjects treated in 
the advertisements, electros, news- 
paper mats and speech material are 
also being furnished and are being 
distributed in huge quantities by the 
Chamber through the more than 600 
local communities enlisted in the ef- 
fort. 

The local application of the pro- 
gram includes the posting of thou- 
sands of reprints of each advertise- 
ment as it appears, on bulletin boards 
in shops, factories and garages. Ad- 
ditional thousands of reprints are 
finding use as envelope stuffers, 
while hundreds of mats and electro- 
types are being used to reproduce the 
advertisements in local newspapers, 
trade publications and house organs. 

Although the campaign is being 
directed from Chamber headquarters 
in Washington, D. C. much of its 
progress depends on the divisional 
managers who are: Northeastern Di- 
vision, R. W. Belcher, New York 
City; Southeastern Division, Mal- 
colm Ainsworth, Atlanta; North Cen- 
tral Division, C. R. Miles, Chicago; 
Northwestern Division, W. E. Ham- 
mond, Minneapolis; Southwestern 


Division, Roger Miller, Dallas; and 
Western Division, Leonard E. Read, 
San Francisco. 
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That makes sense 


AYBE I can’t talk economics, but I’ve 
noticed this— 


When things are good for business, they’re 
good for me. 

When the boss can see what’s ahead for 
him, why, I can count on steady work. 
When he’s getting picked at and pushed 
around, I’ve learned it’s time for me to worry 
too. 

A lot of us who are dry behind the ears don’t 
make it any tougher for the boss than we 
have to, figuring that’s to our own benefit. 
After all, his job’s no picnic either, not 
these days. 

Looks to me it would be better for the 
country and fellows like us if politicians got 
the same idea. 


Suppose they do break business down with 
all this sniping and regulating and taxing— 
who’s ahead ? 
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inaspecial pamphlet 
on this subject, write 
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No obligation. 
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tome! 
No, I don’t fall for this bunk about busi- 


ness being a bogeyman—most business I 


know is O. K. 


Anyhow, if they kriow some that’s off the 
reservation, why not name ’em and bring 
"em to trial ? 

Seems to me that would be better than 
scaring all the others to death. 


I say that because “What hurts business, 

















hurts me !’’ 


This advertisement is published by 


NATION’S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
published here are indicative of its spirit and contents. 
Write for sample copy to NATION’S BUSINESS, 
WASHINGTON, D. C. 
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TWENTY-SIXTH ANNUAL FINANCIAL STATEMENT 


MICHIGAN MUTUAL LIABILITY COMPANY 


-DETROIT, MICHIGAN 





Income R 


REAL ESTATE MORTGAGES - , 
First liens on conservatively appraised improved property only. 
PREMIUMS IN COURSE OF COLLECTION 
Net Premiums Not Yet Due or Outstanding less than 90 days. 
ACCRUED INTEREST ON SECURITIES . 


Sound values, but not yet received. 


TOTAL NET RESOURCES 


Reserved for Losses NOT YET DUE. 
UNEARNED PREMIUMS. a 

Reserved for service YET TO BE RENDERED. Co puted 
DIVIDENDS DECLARED AND UNPAID . 

Reserved for dividends NOT YET DUE. 


UNPAID ACCOUNTS AND TAXES ; 
tt and Federal Taxes. 


ASSETS OR "RESOURCES 


In Office and i in Government Insured Banks. 
UNITED STATES GOVERNMENT BONDS 
Unquestionable National Obligations. 
STATE AND MUNICIPAL BONDS .. ‘ 
State, City and County Obligations of Various States. 
UTILITY AND INDUSTRIAL BONDS AND STOCKS 
Only highest grade Bonds and Listed Stocks. 
REAL ESTATE AND BUILDINGS . 
Conservative official appraisal of our Home Office ‘and. Industrial Hospital. 


REAL ESTATE JAVESTMENTS 


FISCAL YEAR —r DECEMBER 31, 1937 


either leased | or sold o on sound Land Contracts. 


res AND SURPLUS © 


INDEMNITIES ON ADJUSTED CLAIMS . 


Cc 








Reserved for 


SURPLUS . 
TOTAL 


E. R. AILES, Detroit 
Sec.-Treas., 

F. S. BIGLER, Detroit 
The S. B. Hill Estate 

FRED BUCK, Saginaw 
Pres., Lufkin Rule Co. 


Industrialist 


H. A. CONSOR, Monroe 
Pres., Weis Mfg. Co. 





So 


Detroit Steel Products Co, 


W. H. BURNHAM, Adrian 


FREDERICK L. COLBY, JR., Detroit 
Sec.-Treas., Berry Brothers, Inc. 


WILLIAM H. COLVIN, JR., Detroit 


Pres., Rotary Electric Steel Co, 


CONTINGENT RESERVE 


Voluntary Contingent Reserves for s security values and any other contingencies. : 


TOTAL LIABILITIES 


TOTAL DIVIDENDS TO POLICYHOLDERS—$6,352,343.68 


as req 


d as requi d by Reserve Statute. 





| a Ae. 


BOARD OF DIRECTORS 
J. L. DRYDEN, Detroit 


Pres., Long Mfg. Co. 
FREDERICK T. DuCHARME, Detroit 


Director, The Detroit Bank 


CLARANCE HATCH, Detroit 
Mich. Mutual Liability Co. 


JAMES INGLIS, Detroit 
Chairman, Natione'l Bank of Detroit 

A. F. JACKSON, Detroit 
Vice-Pres., Michigan Malleable Iron Co. 

E. A. MAVIS, Grand Rapids 
Treas., American Excelsior Corp. 

G. P. McCALLUM, Ann Arbor 
Director, Michigan Motorbus Assn. 


Vice-Pres., 


WALTER E. OTTO Cc. B. BURCH 
President and General Secretary 
Manager 
A. A. TEMPLETON W. O. BROWN 
Vice-President Comptroller 
FRED BUCK 
Vice-President R. M. WADE 
CLARANCE HATCH Treasurer 
Vice-President 
NON-ASSESSABLE 


163 MADISON AVENUE « 


OFFICERS 


d by Reserve Statute. j 








$ 760,181.11 
2,77 1,002.83 
1,203,263. 17 
137,905.99 
597,500.00 
188,976.63 
104,811.08 
630,678.95 
22,366.83 
$6,4 16,686.59 


$2,514,259.01 
2,042,045.05 
308,653.32 
102,428.77 
200,000.00 


$5, 167,386.15 
1,249,300.44 
$6,4 16,686.59 


F. H. MEYER, Grand Rapids 
Pres., Leitelt Iron Works 


WALTER E. OTTO, Detroit 
Pres., Michigan Mutual Liability Co. 

PERCY OWEN, Grand Rapids 
Pres., Michigan Bakeries, Inc. 


EARL W. ROBERTS, Detroit 


Pres., The Roberts Brass Mfg. Co. 


A. A. TEMPLETON, Detroit 


H. N. TORREY, M.D. 
Surgical Director 


L. J. CAREY 
General Counsel 


ROBERT I. ELMERS 
Vice-Pres. Automobile Sales 


FOUNDED 1912 


DETROIT, MICHIGAN « 


Pres., Society for Savings 
H. N. TORREY, M.D., Detroit 

Sur. Director, Michigan Mutual Hospital 
S. WELLS UTLEY, Detroit 

Pres., Detroit Steel Casting Co. 


NELSON H. KIMBERLY 
Vice-Pres. Compensation Sales 


H. J. LOWRY 
Vice-Pres. Receipts- 
Disbursements 


WM. R.MacGREGOR 
Vice-President Claims 

R. J. VAN WINKLE 
Assistant Secretary 


DIVIDEND PAYING 


MICHIGAN MUTUAL Gy LIABILITY COMPANY 


PHONE CHERRY 4800 


Branches in Principal Michigan Cities, Northern Ohio and Indiana 


Workmen’s Compensation . 





Automobile * 


Group Accident and Health and General Casualty Lines 
































































































FRANKLIN SUPERINTENDING BUILDING OF FORTS 


FORESIGHT IN FOUNDING A 
GREAT AMERICAN INSTITUTION 


Benjamin Franklin assisted the British regulars under 
Braddock by superintending the building of three forts 
west of Philadelphia as protection against the Indians. 





Too, he founded Mutual Fire Insurance. 


Today, his forts would be inadequate. But Mutual Insur- 
ance today is adequate to meet the requirements of ANY 
business which can profit by protecting its buildings and 
equipment with insurance. Mutual Insurance has won 
its place in American Business and is today more popular 
than ever before! 


The Federal Mutuals have advanced, too, since their in- 
ception. They offer enthusiastic SERVICE—assured 
SAFETY—known SAVINGS—and PROMPT PAYMENT of 
claims . . . backed by a record that is hard to equal in the 
field of property insurance. 





FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE_- MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA MINNEAPOLIS 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY STEVENS POINT 
MINNESOTA MPLEMENT MUTUAL FIRE INSURANCE COMPANY OWATONNA 


MINNESOTA 
WISCONSIN 
MINNESOTA 

















Twenty-Fifth Annual Statement 


SECURITY MUTUAL CASUALTY COMPANY 


CHICAGO, ILLINOIS 


December Thirty-First, 1937 


ASSETS 


Bonds and Stocks (New York Ins. Dept. Basis of Valuation)* $9,063,712.74 
Real Estate 1.00 
Accrued Interest on Investments 100,966.83 
Cash in Banks and Offices 133,624.42 
Premiums Not Over 90 Days Due 255,697.93 
Reinsurance Recoverable 25,236.38 


Deposit with Workmen's Compensation Board, 
Province of Manitoba 


Illinois Mutual Assigned Risk Reinsurance Pool Deposit 


TOTAL ADMITTED ASSETS $9,580,651.48 


"Securities carried at $129,000.00 in the above statement are deposited as required by law. 


LIABILITIES 





HOSe8VO fOr Unies, ClGIS «5 dire cone ns po huins: 0 ce SRY re skein wetelowns $2,946 ,820.77 
Unearned Premiums 980,933.55 

8,570.12 
Reserve for Taxes and Expenses 33,261.32 
Reserve for all other Liabilities 364,542.25 
Voluntary Reserve 2,196,523.47 
Guarantee Fund 200,000.00 


Net Surplus 2,850,000.00 


$9,580,651.48 


Excess and Reinsurance U nderwriting Managers 


EXCESS UNDERWRITERS, Inc. 


90 JOHN STREET, NEW YORK 


Joseph P. Gibson, Jr. Mortimer D. Pier 


President Secretary 





